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FEDERAL  CREDIT  UNION  ACT 


MONDAY,  MAY  11,  1959 

House  of  Representatives, 

Committee  on  Banking  and  Currency, 

Subcommittee  No.  3, 

Washington ,  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  room  1301, 
New  House  Office  Building,  the  Hon.  Wright  Patman  (chairman 
of  the  subcommittee)  presiding. 

Present :  Messrs.  Patman,  Vanik,  Miller,  and  Johnson. 

Mr.  Patman.  The  committee  will  please  come  to  order. 

Monday  morning  meetings  are  not  always  attended  by  full  com¬ 
mittee  membership,  for  obvious  reasons.  We  will  have  more  mem¬ 
bers  present,  as  the  hearings  progress.  We  are  glad  to  have  Mr. 
Miller  of  California  here  this  morning.  Other  members  will  be  com¬ 
ing  in  but  we  had  better  not  wait  for  them.  We  had  better  get 
started.  The  important  thing  in  a  committee  hearing  is  the  record  of 
the  proceedings.  The  record  is  taken  down  by  the  official  reporter, 
and  it.  is  printed  and  distributed  not  only  to  the  members  of  the  sub¬ 
committee  hearing  the  testimony,  but  is  distributed  to  all  the  members 
of  the  Banking  and  Currency  Committee,  and  to  all  the  Members  of 
the  House  of  Representatives  and  usually  to  the  Members  of  the 
U.S.  Senate.  It  goes  to  libraries  throughout  the  Nation,  and  is  gener¬ 
ally  made  available  to  all  who  are  interested. 

This  morning  we  are  here  to  have  hearings  on  bills  to  amend  the 
Federal  Credit  Union  Act. 

This  is  a  signal  occasion.  This  year  credit  unions  of  the  United 
States  are  celebrating  their  50th  anniversary  year  of  the.  first  State 
credit  union  law  and  the  25th  anniversary  of  the  Federal  Credit  Union 
Act. 

Men  who  have  done  great  public  service  have  sought  different  kinds 
of  monuments  to  their  works.  My  good  friend,  the  late  Senator  Mor¬ 
ris  Sheppard  of  Texas,  wished  the  Federal  Credit  Union  Act  to  be  a 
monument  to  his  service  in  the  Senate  and  it  has  proved  to  be  a  grow¬ 
ing  monument  indeed.  I  know  of  no  law  ever  passed  by  Congress 
which  has  proved  more  successful.  It  is  most  gratifying  to  me  to 
have  been  able  to  help  in  the  passage  of  the  act  and  to  have  helped  in 
the  passage  of  a  number  of  other  bills  over  the  years  which  have  im¬ 
proved  it. 

I  recall  when  the  bill  was  being  considered  in  the  73d  Congress.  I 
was  the  only  Member  of  Congress  to  appear  before  this  committee  and 
testify  in  support  of  the  bill.  I  recall  also  some  very  exciting  events 
just,  prior  to  its  becoming  law.  Despite  all  efforts  to  obtain  early 
passage  of  the  bill  in  the  73d  Congress,  the  bill  was  put  over  until  the 
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2d  session  of  the  73d  Congress,  which  was  the  Congress  of  1933  and 
1934,  and  one,  of  course,  involved  in  a  great  deal  of  momentous  legis¬ 
lation.  The  credit  union  bill  finally  passed  the  Senate  on  May  10, 
and  it  was  on  Saturday,  June  16, 1934,  the  day  Congress  was  expected 
to  adjourn,  that  the  House  took  the  bill,  amended  it,  and  passed  it.  I 
called  for  a  vote  and  the  record  shows  that  the  House  voted  for  the 
bill  180  for  it  and  only  2  against  it.  Fortunately,  Congress  recessed 
over  until  Monday,  June  18,  before  adjourning.  Otherwise,  we  would 
not  have  had  a  Federal  Credit  Union  Act  in  the  73d  Congress  and 
possibly  no  Credit  Union  Act  at  all. 

More  than  that  even,  the  postponement  of  the  adjournment  until 
Monday  did  not  give  us  too  much  time.  The  bill  had  not  been  en¬ 
grossed  and  I  recall  that  Roy  Bergengren  and  I  worked  into  the 
late  hours  of  Saturday  and  Sunday  to  make  sure  that  the  bill  was 
in  order  to  go  before  Congress  Monday  before  adjournment.  When 
the  Federal  Credit  Union  Act  passed  there  were  22  credit  unions 
in  the  country  operating  under  State  law.  These  had  shown  wonder¬ 
ful  progress  since  their  establishment  in  Massachusetts  in  1909.  But 
they  had  hardly  begun  to  meet  the  problems  faced  by  people  of  ordi¬ 
nary  means  in  most  parts  of  the  country.  Ordinary  working  people 
were  being  victimized  by  loan  sharks  in  unconscionable  ways.  We 
learned  of  such  a  shocking  instance  of  a  railroad  employee  who  bor¬ 
rowed  $30  from  a  loan  shark  and  thereafter  paid  $1,080  in  interest 
charges  and  was  then  sued  for  the  initial  $30. 

I  would  like  to  point  out,  and  I  am  always  proud  to  point  out,  that 
the  first  credit  union  to  be  organized  under  the  Federal  Credit  Union 
Act  is  located  in  my  home  town  of  Texarkana,  Tex.  This  is  the 
Morris  Sheppard  Credit  Union  and  I  am  happy  to  report  that  it 
is  doing  a  fine  service  worthy  of  the  illustrious  name  it  bears. 

Today  there  are  more  than  9,500  Federal  credit  unions  and  almost 
20,000  credit  unions  chartered  under  either  State  or  Federal  law  with 
10  million  members.  The  loans  which  credit  unions  make  to  their 
members  are  essentially  character  loans  and  their  record  in  this  field 
of  personal  finance  is  a  most  enviable  one.  Over  the  past  25  years 
loans  which  have  not  been  repaid  come  to  less  than  one-half  of  1 
percent  of  the  several  billion  dollars  of  loans  which  have  been  repaid. 

In  view  of  the  wonderful  success  credit  unions  have  enjoyed  and 
the  tremendous  work  they  have  done  it  is  a  pleasure  and  I  know  I 
speak  for  the  whole  subcommittee,  to  consider  and  assist  in  the  pas¬ 
sage  of  any  proper  measure  that  may  be  needed  to  improve  the  Fed¬ 
eral  Credit  Union  Act.  The  bill  which  I  have  introduced  simply 
pulls  together  for  the  consideration  of  the  subcommittee  those  pro¬ 
posed  changes  in  the  act  which  the  national  and  local  leaders  of  the 
credit  unions  have  generally  agreed  upon  and  recommended. 

On  this  day,  May  11,  several  important  things  have  happened  in 
connection  with  credit  unions. 

On  May  11,  1933,  the  first  bill  that  Senator  Sheppard  introduced, 
S.  1639,  was  introduced  in  the  U.S.  Senate. 

On  May  11,  1934,  25  years  ago  today,  that  bill  passed  the  Senate 
and  was  referred  to  the  Committee  on  Banking  and  Currency  of  the 
House  and,  of  course,  today  we  are  opening  hearings  on  the  changes 
in  the  existing  law. 

Now,  Mr.  Vance  Austin,  would  you  stand  up  please?  You  have 
arranged  for  the  witnesses  who  will  appear  ? 
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Mr.  Austin.  We  have. 

Mr.  Patman.  Do  you  have  them,  Mr.  Clerk,  in  the  order  in  which 
they  are  supposed  to  appear  ? 

The  Clerk.  Yes,  sir. 

Mr.  Patman.  We  have  as  our  first  witness  Mr.  Julius  Stone,  first 
vice  president  of  the  Credit  Union  National  Committee  (CUNA), 
I  believe. 

Mr.  Stone,  will  you  come  around,  please. 

Identify  yourself  and  proceed  in  your  own  way.  I  notice  it  says 
first  vice  president  of  CUNA,  chairman  of  legal  and  legislative  com¬ 
mittee  from  Massachusetts.  But,  I  believe  a  few  days  ago  you  were 
elected  president  of  your  association. 

Mr.  Stone.  Yes,  I  was,  Mr.  Chairman. 

Mr.  Patman.  You  may  take  a  seat  and  proceed  in  your  own  way. 

STATEMENT  OF  JULIUS  STONE,  FIRST  VICE  PRESIDENT,  CUNA,  AND 

CHAIRMAN  OF  LEGAL  AND  LEGISLATIVE  COMMITTEE,  FROM 

MASSACHUSETTS 

Mr.  Stone.  Thank  you. 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Julius 
Stone.  I  am,  as  the  chairman  has  already  pointed  out,  the  president 
of  the  Credit  Union  National  Association.  I  am  privileged  to  be 
accompanied  by  a  number  of  volunteers  who  are  dedicated  people 
in  the  credit  union  movement  and  I  would  like  to  ask  the  permission  of 
the  Chair  for  the  opportunity  of  referring  to  them  at  this  time.  They 
are  to  make  statements  later  on.  There  is  Mr.  Cecil  Burdick,  national 
director  of  CUNA,  from  Texas ;  Mr.  Louis  Bonderefsky,  national  di¬ 
rector  of  CUNA  from  New  York;  Mr.  John  V.  Nation,  national  di¬ 
rector  of  CUNA  from  Ohio;  Mr.  C.  O.  Cherry,  national  director  of 
CUNA  from  Colorado;  Mr.  James  J.  Girvan,  national  director  of 
CUNA  from  Pennsylvania;  Mr.  T.  J.  Corbett,  national  director  of 
CUNA  from  New  Jersey;  and  Mr.  Harry  J.  Woodman,  national  di¬ 
rector  of  CUNA  from  Michigan. 

And  Mr.  Peme  Hutchinson,  national  director  of  CUNA  from  New 
Hampshire,  who  was  to  have  been  here  this  morning  and  who  is 
unable  to  be  here.  But  he  has  asked  me  to  present  his  statement  favor¬ 
ing  this  bill  and  stating  the  position  of  the  credit  unions  of  the  State 
of  New  Hampshire  and  with  the  permission  of  the  chairman,  after 
the  others  have  presented  their  testimony  I  will  do  so. 

Mr.  Patman.  Without  objection,  I  may  extend  your  remarks  in 
that  respect  and  in  any  other  way,  to  include  any  material  that  is 
germane. 

Mr.  Stone.  Thank  you. 

And  may  I  have  the  permission  of  the  Chair  to  have  Mr.  Vance 
Austin  to  whom  you  have  already  referred,  here  for  consultation  and 
advice  as  I  go  along  ? 

Mr.  Patman.  He  may  sit  with  you ;  yes,  sir. 

Mr.  Stone.  Mr.  Chairman  and  members  of  the  committee,  today 
with  many  of  the  other  people  who  you  see  present  in  this  room,  some 
of  whom  I  have  already  referred  to,  I  have  just  come  from  an  historic 
annual  meeting  of  the  international  credit  union  movement  in  Boston, 
Mass.  We  are  celebrating  this  year,  as  the  Chair  has  already  men- 
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tioned,  the  50tli  anniversary  of  the  first  credit  union  law  in  this 
country  and  the  25th  anniversary  of  our  national  association,  and 
exactly  to  the  point  here,  the  25th  anniversary  of  our  Federal  Credit 
Union  Act. 

We  are  grateful  to  Chairman  Wright  Patman  and  the  members  of 
this  subcommittee  for  the  opportunity  to  appear  before  you  and  to 
present  our  views  on  these  suggested  revisions. 

The  Federal  Credit  Union  Act,  passed  in  1934,  has  proved  to  be  one 
of  the  most  workable  and  worthwhile  pieces  of  legislation  ever  passed 
for  the  benefit  of  the  common  man.  It  has  been  a  blessing  to  literally 
millions  of  people  who  in  the  past  25  years  have  enjoyed  membership 
in  a  Federal  credit  union. 

At  the  present  time  there  are  more  than  9,000  Federal  credit  unions, 
operating  in  every  State  of  the  United  States,  including  Alaska  and 
Hawaii,  and  in  the  Canal  Zone,  the  District  of  Columbia,  Puerto  Rico, 
and  the  Virgin  Islands.  These  Federal  credit  unions  provide  many 
of  the  everyday  thrift  and  credit  needs  of  approximately  5  million 
Americans. 

Although  the  Federal  Credit  Union  Act  has  been  in  existence  only 
half  of  the  50  years  during  which  credit  unions  have  operated  in  this 
country,  almost  half  of  our  20,000  credit  unions  have  been  chartered 
by  the  Federal  Government,  and  almost  half  of  the  11  million  credit 
union  members  in  the  United  States  are  members  of  Federal  credit 
unions. 

As  of  December  31,  1958,  these  Federal  credit  unions  had  assets 
estimated  at  more  than  $2  billion,  and  they  are  growing  at  a  rate  of 
approximately  $300  million  each  year.  These  assets  represent  the 
savings  of  many  American  families  who  previously  would  have  saved 
only  a  small  fraction  of  this  amount. 

Since  the  first  Federal  credit  union  was  organized  25  years  ago 
among  the  municipal  workers  in  Texarkana,  Tex.,  Federal  credit 
unions  have  loaned  their  members  approximately  $12  billion  for  provi¬ 
dent  and  productive  purposes.  Two  billion  dollars  of  this  amount 
were  loaned  out  to  Federal  credit  union  members  in  just  1  year — 1957 — 
the  last  year  for  which  figures  are  available  at  this  time. 

I  point  out  these  facts  so  that  you  gentlemen  can  fully  appreciate 
the  extensive  impact  the  Federal  Credit  Union  Act  has  had  on  the 
citizens  and  economy  of  our  country  in  the  relatively  short  period  of 
25  years. 

As  illustrated  by  these  figures,  the  biggest  and  best  accomplishment 
of  the  act  has  been  the  way  in  which  it  has  enabled  millions  of  Amer¬ 
icans  to  join  together  in  credit  unions  to  help  each  other  learn  to  save 
and  to  provide  each  other  with  a  constant  and  convenient  source  of 
low-cost  credit.  This  twofold  accomplishment  lias  been  recognized 
by  Government,  financial,  industrial,  labor  union,  religious,  and  com¬ 
munity  leaders  for  many  years,  and  many  of  them  have  spoken  out  in 
full  support  of  the  credit  union’s  purposes  and  philosophy. 

Operating  on  the  theory  that  man’s  most  valuable  asset  is  his  char¬ 
acter,  these  Federal  credit  unions  have  marked  up  an  outstanding 
record  of  collection  in  the  past  25  years.  During  that  time,  less  than 
one-quarter  of  1  percent  of  the  billions  of  dollars  they  have  loaned  has 
not  been  repaid  by  their  members,  a  record  that  any  financial  insti¬ 
tution  would  be  more  than  proud  of. 
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It  must  also  be  said,  however,  that  even  though  the  Federal  Credit 
Union  Act  has  proven  to  be  a  remarkably  effective  instrument  during 
the  25  years  of  its  existence,  it  has  not  kept  pace  in  many  respects 
with  the  widespread  changes  that  have  taken  place  in  our  economy, 
and  with  the  evolving  needs  of  Federal  credit  unions  and  their 
members. 

For  that  reason,  the  credit  union  bills  before  you  have  been  intro¬ 
duced  in  this  session  of  Congress.  Taking  everything  into  considera¬ 
tion,  however,  there  are  actually  only  two  different  bills  before  you. 
These  are  the  Patman  bill,  H.R.  5777,  and  the  Multer  bill,  H.R.  3674. 

H.R.  3675,  H.R,  5939,  H.R,  5958,  H.R.  5988,  H.R.  6089,  H.R.  6122, 
H.R.  6161,  H.R.  6241,  H.R,  6407,  H.R.  6755,  H.R.  6927,  and  H.R. 
7009  have  also  been  introduced. 

The  substance  of  these  two  bills  which  are  before  you  and  which  we 
think  represent  the  bills  that  the  committee  is  particularly  interested 
in  are  the  Patman  bill,  H.R.  5777,  and  the  Multer  bill,  H.R.  3674. 

The  substance  of  these  two  bills  is  identical  in  all  major  respects, 
and  therefore,  the  Credit  Union  National  Association  has  indorsed 
and  supports  both  of  them.  The  only  difference  in  the  two  bills  is  the 
way  in  which  they  seek  to  change  the  Federal  Credit  Union  Act,  The 
Patman  bill  asks  for  a  series  of  specific  amendments,  while  the  Multer 
bill  is  in  the  form  of  a  complete  recodification  of  the  act. 

The  purpose  behind  each  of  the  suggested  revisions  is  to  bring  the 
act  into  tune  with  today's  economy.  As  all  of  you  gentlemen  know, 
there  has  been  a  tremendous  change  in  the  credit  needs  of  the  average 
American  family  during  the  past  decade.  Prices  have  increased  sub¬ 
stantially,  making  it  necessary  for  them  to  borrow  higher  amounts  for 
the  same  basic  items  they  purchased  on  credit  10  years  ago.  Even 
more  important  is  the  change  that  has  taken  place  in  our  Nation’s 
credit  habits.  Credit  has  become  the  heart  of  our  economic  system, 
and  we  believe  Federal  credit  unions  should  be  allowed  to  continue 
to  serve  their  members’  credit  needs  at  least  as  well  as  in  the  past. 

For  these  reasons,  we  urge  this  committee  to  give  favorable  con¬ 
sideration  to  these  bills,  so  that  25  years  from  now,  we  can  again  say 
that  the  Federal  Credit  Union  Act  has  been  a  remarkably  effective 
instrument  and  a  boon  to  our  fellow  man. 

I  would  now  like  to  briefly  consider  each  of  the  amendments  con¬ 
tained  in  the  bills  and  the  purposes  they  are  intended  to  serve. 

The  memorandum  which  we  will  submit  includes  the  sections  of  the 
Federal  Credit  Union  Act,  or  other  acts,  to  be  amended. 

Mr.  P  atman.  They  may  be  inserted  in  the  record  at  this  point  in 
exactly  the  same  way  that  you  have  them,  if  you  desire. 

Mr.  Stone.  Thank  you. 

Mr.  Patman.  Would  you  like  to  do  that  and  then  just  discuss  any 
of  the  major  ones  that  you  would  like  to  comment  upon? 

Mr.  Stone.  Yes,  sir;  thank  you  very  much,  Mr.  Chairman. 

(The  memorandum  referred  to  is  as  follows:) 

Summary  of  Changes  in  Federal  Credit  Union  Act  Proposed  by  H.R.  3674 

(Representative  Multer),  H.R.  3675  (Representative  Anderson),  H.R.  5777 

(Representative  Patman)  ,  and  Similar  Bills 

Amendment  to  section  2  ( 12  U.S.C.  1752) 

To  provide  for  the  chartering  of  Federal  central  credit  unions  with  a  field  of 
membership  of  Federal-  and  State-chartered  credit  unions,  and  directors  and 
committee  members  of  credit  unions  within  a  well-defined  geographical  area. 
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Purpose. — To  extend  to  Federal  credit  unions  and  their  directors  and  committee 
members  the  full  benefits  of  unrestricted  membership  in  central  credit  unions  by 
authorizing  the  purchase  of  shares  and  the  obtaining  of  loans  by  Federal  credit 
unions  and  State-chartered  credit  unions  from  Federal  and  State  central  credit 
unions  and  by  providing  a  source  of  credit  for  directors  and  committee  members. 
Under  the  existing  Federal  law,  directors  and  committee  members  may  not  borrow 
in  excess  of  their  shareholdings  from  the  credit  unions  in  which  they  serve  in 
these  capacities. 

More  important,  it  has  become  apparent  over  the  years  that  there  is  a  real  need 
for  central  credit  unions  which  can  act  as  a  source  of  additional  funds  and  as  an 
investment  medium  for  Federal  credit  unions  in  a  particular  geographical  area. 
The  achievements  of  State-chartered  central  credit  unions  attest  to  the  need  for 
this  change  in  the  Federal  Credit  Union  Act. 

Amendment  to  section  7(5)  {12  U.S.C.  1757(5)) 

To  increase  loan  maturity  limit  from  3  to  5  years. 

Purpose. — To  allow  Federal  credit  unions  to  more  adequately  meet  the  demands 
of  their  members  for  various  types  of  loans.  For  instance,  a  5-year  loan  maturity 
on  home  repair  and  modernization  loans  would  be  more  feasible  for  many  credit 
union  members.  Also,  there  are  many  occasions  when  a  credit  union  member  has 
suffered  a  series  of  financial  catastrophies  and  wishes  to  borrow  additional  funds 
or  consolidate  his  debts  but  is  realistically  unable  to  liquidate  such  an  obligation 
within  a  3-year  period.  Under  these  conditions,  if  the  member  is  of  sound  char¬ 
acter,  the  credit  union  often  wishes  to  extend  a  longer  term  loan.  Such  loans 
can  be  a  sound  use  of  credit  and  are  consistent  with  the  fundamental  purposes  and 
goals  of  credit  unions. 

Amendment  to  section  7  (5)  {12  U.S.C.  1757  (5)) 

To  permit  loans  to  directors  and  committee  members  up  to  the  amount  of  their 
shareholdings  in  the  credit  union  plus  the  total  unencumbered  and  unpledged 
shareholdings  in  the  credit  union  of  any  member  pledged  as  security  for  the 
obligation  of  such  director  or  committee  member.  (The  present  law  permits  loans 
to  be  made  to  directors  and  committee  members  only  up  to  the  amount  of  their 
individual  shareholdings.) 

Purpose. — To  liberalize  borrowing  restrictions  regarding  officials.  It  is  often 
difficult  and  in  some  instances  almost  impossible  to  secure  members  to  serve  as 
directors,  officers,  or  committee  members  because  of  the  present  limitation  in 
the  law  on  the  borrowing  privileges  of  persons  serving  in  such  capacities.  As 
a  result,  credit  unions  are  not  always  getting  the  cost  capable  leadership  avail¬ 
able  from  the  qualified  membership.  This  weakness  would  be  remedied  to  a  large 
degree  by  the  proposed  liberalization,  and  at  the  same  time  due  regard  for  the 
safety  of  the  funds  of  the  credit  union  would  be  retained. 

Amendment  to  section  7  (7)  (12  U.S.C.  1757(7) 

To  permit  investment  by  Federal  credit  unions  in  the  shares  of  central  credit 
unions,  subject  to  authorization  by  the  board  of  directors. 

Purpose. — To  specifically  authorize  such  investments  in  order  to  create  a  fund 
from  which  loans  may  be  extended  to  other  member  credit  unions  and  their 
directors  and  committee  members. 

Amendment  to  section  7  {12  U.S.C.  1757) 

To  permit  the  charging  of  a  reasonable  fee  for  the  cashing  or  selling  of  checks, 
not  to  exceed  the  direct  and  indirect  costs  incident  to  providing  such  service. 

Purpose. — The  Bureau  of  Federal  Credit  Unions  has  held  that,  in  the  absence 
of  a  specific  provision  in  the  Federal  Credit  Union  Act  permitting  such  activity. 
Federal  credit  unions  may  not  cash  or  sell  checks  for  a  fee.  Formerly,  credit 
unions  had  been  engaged  in  this  activity  and  the  ruling  has  created  considerable 
hardship.  The  activity,  which  is  desired  and  requested  by  the  members,  results 
in  certain  direct  and  indirect  costs.  It  is  only  fair  and  equitable  that  these 
costs  should  be  borne  by  those  directly  availing  themselves  of  the  service,  rather 
than  by  the  general  membership.  This  principle  has  been  accepted  by  the  credit 
unions  directly  involved  and,  as  the  owners  of  the  credit  unions,  they  should  have 
the  right  to  provide  this  service  for  themselves. 

Amendment  to  section  11  {a)  {12  U.S.C.  1761(a) ) 

To  provide  for  appointment  of  the  members  of  the  supervisory  committee,  one 
of  whom  may  be  a  director  other  than  the  treasurer,  by  the  president ;  such 
appointment  to  be  subject  to  ratification  by  the  board.  The  present  law  provides 
for  election  of  supervisory  committee  members  by  the  membership. 
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Purpose. — The  board  of  directors  have  the  responsibility  for  the  general 
direction  and  control  of  the  affairs  of  the  credit  union.  The  present  law  limits 
its  ability  to  properly  discharge  this  responsibility  in  instances  where  an  elected 
supervisory  committee  is  not  functioning  in  an  effective  manner  and  in  accordance 
with  prescribed  procedure.  The  recommended  changes  would  allow  for  the  ap¬ 
pointment  of  qualified  persons  to  the  committee  by  the  board  and  would  charge 
the  board  with  more  direct  responsibility  for  supervisory  committee  performance. 

Amendment  to  section  11  (6)  (12  U.S.G.  1761  (&) ) 

To  provide  for  one  or  more  vice  presidents. 

Purpose. — To  eliminate  the  necessity  for  an  amendment  to  the  bylaws  in  order 
to  so  provide.  This  change  would  be  of  particular  significance  to  credit  unions 
requiring  an  additional  cosignatory  on  checks. 

Amendment  to  section  11  (6)  (12  U.8.C.  1761  (6) ) 

To  change  position  of  officer  called  clerk  to  that  of  secretary. 

Purpose. — To  give  the  position  a  title  which  is  more  descriptive  of  its  function 
and  add  dignity  and  stature  to  the  office. 

Amendment  to  section  11  (a)  (12  V.8.C.  1761  (a) ) 

To  prohibit  compensation  to  any  executive  officer  other  than  the  treasurer 
for  services  rendered  as  such. 

To  provide  that  only  the  treasurer,  as  general  manager  of  the  credit  union, 
may  be  compensated  for  his  services.  Service  without  pay  by  the  directors, 
committee  members,  and  all  other  officers  is  consistent  with  credit  union  philos¬ 
ophy.  Under  the  present  law  all  of  the  officers  of  a  credit  union  may  be  com¬ 
pensated  to  such  extent  as  the  bylaws  may  provide. 

Amendment  to  section  11  (c)  (12  U.8.G  1761  (c) ) 

To  provide  that  in  addition  to  the  board  of  directors  acting  directly  upon 
applications  for  membership,  it  may  appoint  from  the  members  (other  than  the 
treasurer  or  assistant  treasurer)  a  membership  chairman  who  shall  also  be 
authorized  to  act  upon  such  applications  within  limitations  set  by  the  board. 

Purpose. — To  enable  credit  unions  to  make  their  services  available  more  quickly 
to  applicants  for  membership.  Since  the  board  usually  meets  but  once  per  month, 
applications  for  membership  are  often  delayed  for  from  several  days  to  a  month 
under  the  current  arrangement. 

Amendment  to  section  11(c)  (12  U.S.C  1761  (c) ) 

To  authorize  the  board  to  compensate  necessary  auditing  assistance  appointed 
by  the  supervisory  committee  and  loan  officers  appointed  by  the  credit  committee. 

Purpose. — To  assist  the  supervisory  committee  in  functioning  more  effectively 
by  providing  for  assistance  which  may  be  compensated.  This  committee,  which  is 
charged  with  the  responsibility  for  making  regular  internal  audits  of  the  credit 
union,  often  requires  outside  assistance.  Compensation  for  loan  officers  who 
would  take  some  of  the  burden  off  the  credit  committee  is  based  upon  the  same 
principle. 

Amendment  to  section  11  (d)  (12  U.S.G.  1761  (d) ) 

To  increase  signature  loan  limit  from  $400  to  $1,000. 

Purpose. — To  allow  credit  unions  to  more  effectively  satisfy  the  consumer  credit 
needs  of  the  expanding  credit  union  membership.  Congress  has  progressively 
increased  this  limit  from  $50  initially  in  the  original  act  to  $100  in  1940,  $300  in 
1946,  and  $400  in  1949.  The  experience  of  Federal  credit  unions  on  loans  of 
this  type  has  been  very  good  over  the  years,  and  it  is  felt  that  the  rising  cost 
of  commodities  and  services,  coupled  with  the  progressive  growth  in  knowledge 
on  the  part  of  credit  unions  of  the  character  and  financial  responsibility  of 
their  members,  warrants  the  requested  increase  in  the  signature  loan  limit. 

Amendment  to  section  11  (d)  (12  U.8.G.  1761(d) ) 

To  permit  appointment  by  the  credit  committee  of  one  or  more  loan  officers 
to  approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if  the 
excess  is  fully  secured  by  unpledged  shares. 

Purpose. — To  provide  a  realistic,  practicable  means  of  reducing  the  burden 
upon  the  credit  committee  in  credit  unions  having  a  large  and  continually 
increasing  volume  of  loan  activity.  Also,  due  to  the  fact  that  the  committee, 
which  is  not  compensated,  is  often  scattered  and  finds  it  difficult  to  meet  fre¬ 
quently  and  on  short  notice,  proper  consideration  and  prompt  loan  service  in 
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emergencies  is  not  feasible.  A  loan  officer  would  be  in  a  position  to  move 
quickly  in  instances  of  this  nature.  The  credit  committee  would  be  fully 
apprised  of  his  activities  since  he  would  be  required  to  furnish  them  with  a 
record  of  all  loan  applications  approved  and  of  loan  applications  not  approved 
within  7  days  of  such  action.  Official  action  on  loan  applications  not  approved 
by  the  loan  officer  would  be  considered  by  the  credit  committee. 

Amendment  to  section  13  (12  U.S.C.  1763) 

To  authorize  the  board  of  directors  to  declare  dividends  rather  than  the 
membership. 

To  transfer  this  function  to  the  body  which  is  primarily  responsible  for  the 
management  and  sound  operation  of  the  credit  union.  Also,  it  is  in  the  best 
position  to  determine  the  size  of  the  dividend  which  should  be  distributed,  based 
upon  its  intimate  knowledge  of  the  organization’s  affairs  and  its  current  ami 
future  needs.  Further,  this  would  alleviate  the  condition  presently  existing 
whereby  the  members  are  in  a  position  to  declare  a  dividend  in  excess  of  that 
which  the  credit  union  can  safely  and  prudently  afford  to  pay. 

Amendment  to  section ,  13  (12  U.S.C.  1763) 

To  permit  annual  or  semiannual  dividends  as  the  bylaws  of  each  credit  union 
may  provide. 

Purpose. — To  allow  an  alternative  to  the  current  requirement  that  dividends 
be  paid  annually.  This  often  penalizes  members  who  are  forced  to  withdraw 
shareholdings  prior  to  the  year  end,  thereby  losing  the  dividend.  Adoption  of 
the  alternate  plan  would  be  optional  with  each  currently  operating  credit  union 
and  would  require  an  appropriate  amendment  to  the  bylaws.  Newly  chartered 
credit  unions  would  have  an  initial  choice. 

Amendment  to  section  13  (12  U.S.C.  1763) 

To  provide  that  dividend  credit  for  a  month  may  be  accrued  on  shares  which 
are  or  become  fully  paid  up  during  the  first  5  days  of  that  month. 

Purpose. — In  many  instances  members  do  not  receive  their  compensation 
until  the  last  day  of  the  previous  month  or  the  first  day  of  the  current  month 
and  find  it  impractical  to  make  share  payments  immediately.  Dividend  credit 
under  the  current  law  does  not  commence  until  the  following  month.  The  pro¬ 
posed  amendment  would  eliminate  this  inequity  and  provide  an  additional 
incentive  for  saving. 

Amendment  to  section  11)  (12  U.S.C.  1 76.) ) 1 

To  provide  that  a  member  expelled  from  a  credit  union  may  obtain  a  review 
of  such  expulsion  by  the  Director  of  the  Bureau. 

Purpose. — Since  such  action  may  seriously  affect  a  person’s  standing  and 
reputation  in  the  community  and  may  be  based  upon  factors  which  do  not 
constitute  a  valid  reason  for  such  expulsion,  provision  for  a  method  of  review 
appears  warranted. 

Amendment  to  section  16  (12  U.S.C.  1766) 

To  place  the  Bureau  of  Federal  Credit  Unions  under  all  provisions  of  the 
Administrative  Procedure  Act.  At  present  it  is  subject  only  to  the  rulemaking 
provisions  of  the  act. 

Purpose.— To  give  Federal  credit  unions  and  proposed  new  credit  unions  the 
right  to  a  hearing  on  adjudications  made  by  the  Bureau,  and  to  create  a  forma 
record  of  such  hearings. 

Amendment  to  section  21  (12  U.S.C.  1771) 

To  permit  allocation  of  space  in  Federal  buildings  to  credit  unions  having  a 
membership  composed  at  least  95  percent  of  persons  who  are  either  presently 
Federal  employees  or  are  retired  employees  and  members  of  their  families. 
At  present,  allocation  of  such  space  is  permitted  to  credit  unions  the  member¬ 
ship  of  which  is  coun>osed  exclusively  of  Federal  employees  and  members  of 
their  families. 

Purpose. — To  allow  credit  unions  to  continue  the  membership  of  retired 
Federal  employees  and  to  extend  membership  to  a  limited  number  of  employees 
of  private  contractors,  American  Legion,  and  Red  Cross  personnel  working 
along  with  Federal  employees  at  Federal  installations,  without  jeopardizing  the 
credit  union’s  eligibility  for  space  in  Federal  buildings. 


1  No  such  provision  in  H.R.  5777  and  identical  bills. 
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Added  section  (section  23) 

To  add  a  new  section  to  the  act  to  provide  for  conversion  from  Federal  to 
State  charter  and  vice  versa. 

Purpose. — To  make  specific  provision  for  such  conversion.  Under  certain  cir¬ 
cumstances  this  action  may  be  deemed  desirable  by  a  credit  union  and  acceptable 
to  the  supervisory  agencies  involved.  However,  the  Federal  Credit  Union  Act 
is  silent  in  this  connection.  Special  authority  appears  warranted  which  would 
facilitate  the  procedure  in  order  that  it  may  be  accomplished  without  dissipa¬ 
tion  of  reserves  or  undue  disruption  of  normal  credit-union  operations  and  serv¬ 
ice  to  the  members. 

Amendment  to  IS  U.S.C.  2113(g) 

To  add  a  provision  making  robbery  of  a  Federal  credit  union  a  crime  under 
Federal  statute. 

Purpose. — To  add  robbery  of  a  Federal  credit  union  to  the  current  Federal 
statutory  offenses  of  false  entry,  forgery,  and  embezzlement.  This  proposed 
amendment  would  permit  the  Federal  Bureau  of  Investigation  to  assume  juris¬ 
diction  in  instances  of  robbery,  as  well  as  the  others. 

Amendment  to  section  22  (12  U.S.C.  1772) 

To  expand  the  provisions  of  the  act  to  include  the  several  territories  and  the 
several  possessions  of  the  United  States. 

Purpose. — To  eliminate  the  need  for  future  amendments  in  order  to  allow  for 
the  establishment  of  Federal  credit  unions  in  the  U.S.  Territories  and  posses¬ 
sions  hereafter  created. 

Other  amendments 

To  modify  various  sections  of  the  act. 

Purpose. — To  clarify  and  modernize  the  act  without  making  substantive 
changes. 

Mr.  Stone.  Now,  with  reference  to  the  first  one,  which  is  to  pro¬ 
vide  for  the  chartering  of  Federal  central  credit  unions  with  a  field 
of  membership  of  Federal  and  State-chartered  credit  unions,  and 
directors  and  committee  members  of  credit  union  within  a  well- 
defined  geographical  area. 

In  addition  to  the  reason  for  the  amendment  as  we  include  it  in  the 
printed  record,  which  we  have  already  submitted,  I  would  like  to  add 
that  to  illustrate,  central  credit  unions  can  fill  a  real  pressing  need  by 
obtaining  existing  surplus  credit-union  funds  and  making  them  avail¬ 
able  to  credit  unions  whose  only  cash  resources  are  temporarily  inade¬ 
quate.  There  are  normal  seasonal  patterns  of  borrowing  and  savings 
of  the  various  types  of  credit  unions  and  these  seasonal  factors  are 
responsible  for  most  such  occurrences. 

For  example,  teacher  credit  unions  tend  to  find  their  savings  fall¬ 
ing  off  during  the  summer  vacation  months,  while  borrowing  requests 
frequently  increase. 

In  other  types  of  industry,  credit  unions  have  their  peak  flow  of 
savings  during  the  summer  months,  but  tend  to  be  seasonally  short  of 
funds  during  the  winter  months. 

By  balancing  off  these  peaks  and  valleys,  Federal  central  credit 
unions  would  impart  additional  financial  strength  and  stability  to 
credit  unions,  merely  by  utilizing  the  resources  the  credit  unions  have 
already  mobilized. 

Federal  central  credit  unions  can  also  impart  additional  strength 
to  credit  unions  located  in  depressed  areas.  Where  plant  closings 
have  occurred  and  unemployment  is  relatively  high,  the  individual 
credit  unions  are  prepared  to  assist  their  members  during  their  time 
of  need  and  have  done  so  to  the  benefit  of  both  the  member  and  the 
credit  union. 
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However,  in  plants  where  employment  is  declining,  member  sav¬ 
ings  tend  to  be  withdrawn  limiting  the  lending  power  of  the  credit 
union  and  its  power  to  serve  as  a  bastion  of  stability. 

The  Federal  central  credit  unions  in  these  circumstances  could  fill 
an  important  need  by  lending  funds  generated  by  other  credit  unions 
which  are  members  of  the  Federal  central  credit  union.  In  this  way 
individual  credit  unions  could  marshal  additional  funds  and  thereby 
and  thereby  assist  not  only  its  members  but  through  them  the  entire 
economy  of  the  depressed  area. 

I  think  when  the  gentleman  from  Michigan,  who  has  accompanied 
me,  testifies,  he  will  bring  to  you  an  interesting  story  of  the  service 
which  the  credit  unions  in  that  area  rendered  to  government  em¬ 
ployees  of  the  State  of  Michigan  who  found  themselves  in  a  difficult 
condition  because  the  State  did  not  have  the  money  to  meet  its  payroll, 
and  I  think  you  will  find  in  that  story  perhaps  one  of  the  good  rea¬ 
sons  why  you  should  be  particularly  interested  in  this  amendment, 
as  well  as  the  fine  record  of  achievement  of  service  to  people  in  time 
of  need  which  the  credit  unions  in  Michigan  rendered,  only  a  few 
weeks  ago. 

The  next  amendment  was  to  increase  loan  maturity  from  3  to  5 
years.  And,  of  course,  the  purpose  of  this  is  to  allow  Federal  credit 
unions  to  more  adequately  meet  the  demands  of  their  members  for 
various  types  of  loans.  For  instance,  a  5-year  loan  maturity  on  home 
repair  and  modernization  loans  would  be  more  feasible  for  many 
credit  union  members.  And  I  think  you  will  find  that  many  of  the 
credit  union  people  who  have  a  strong  bond  and  close  contact  be¬ 
cause  they  are  members  of  the  same  industrial  group,  who  need  finan¬ 
cial  assistance  to  take  care  of  modernization  and  repairs,  will  find, 
with  an  extended  maturity  limit  of  5  years,  the  possibility  of  secur¬ 
ing  this  service  from  a  credit  union  where  other  types  of  lending  in¬ 
stitutions  might  not  be  as  liberal  in  the  policy  of  granting  this  assist¬ 
ance  to  help  these  people.  So  I  would  like  to  particularly  emphasize 
the  importance  of  this  amendment  from  the  viewpoint  of  the  small 
homeowner  who  belongs  to  a  credit  union,  and  who  needs  this  type 
of  assistance  in  connection  with  home  modernization  loans. 

Also,  there  are  many  occasions  when  the  credit  union  member  has 
suffered  a  series  of  financial  catastrophies  and  wishes  to  borrow  addi¬ 
tional  funds  or  consolidate  his  debts,  but  is  realistically  unable  to 
liquidate  such  an  obligation  within  a  3-year  period.  I  think  in  this 
regard  you  may  be  interested  in  the  story  which  the  gentleman  from 
New  York  will  tell  you  about  the  method  whereby  some  of  their  local 
community  credit  unions  have  been  available  to  consolidate  loans  and 
give  people  service  over  a  period  of  years  without  any  expense  to  the 
individual  because  this  was  the  best  history  of  credit-union  assistance 
to  people. 

In  this  regard,  too,  I  should  like  to  repeat  a  very  interesting  experi¬ 
ence  we  had  in  Massachusetts  last  Saturday,  when  the  Governor  of  the 
Commonwealth  tendered  a  reception  to  the  directors  of  the  Credit 
Union  National  Association,  and  he  spoke  of  a  cause  which  was  very 
close  to  his  heart,  which  he  thought  was  being  followed,  or  might  be 
followed  by  other  States,  in  the  establishment  of  a  fund  which  would 
lie  made  available  to  deserving  high  school  boys  who  showed  merit  in 
their  studies,  and  could  be  used  for  scholarships  or  for  loaning  pur- 
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poses,  so  that  money  would  be  made  available  to  their  families  to  take 
care  of  the  educational  needs  of  these  boys,  and  when  it  was  suggested 
to  the  Governor  that  the  credit  unions  might  need  more  time  when  they 
made  loans  of  this  nature  for  repayment,  he  indicated  that  he  felt  that 
this  was  very  definitely  so.  And  I  would  like  to  point  out  to  this  com¬ 
mittee  that  if  you  extend  the  maturity  period  from  3  to  the  5  years, 
which  we  request,  that  you  will  make  it  possible  for  credit  unions  who 
already  have  indicated  a  great  interest  in  this  type  of  loans  for  boys 
going  to  college,  it  would  make  it  possible  for  them  to  loan  their  fami¬ 
lies  the  money.  And  I  don’t  have  to  emphasize  to  you,  distinguished 
gentlemen,  how  much  value  this  may  have  to  the  Nation  in  the  years  to 
come. 

The  next  amendment  was  to  permit  loans  to  directors  and  committee 
members  up  to  the  amount  of  their  shareholdings  in  the  credit  union 
plus  the  total  unencumbered  and  unpledged  shareholdings  in  the 
credit  union  of  any  member  pledged  as  security  for  the  obligation  of 
such  director  or  committee  member.  The  present  law  permits  loans  to 
be  made  to  directors  and  committee  members  only  up  to  the  amount 
of  their  individual  shareholdings. 

Now,  I  think  you  are  all  familiar  with  the  amount  of  volunteer 
work  that  people  who  are  connected  with  credit  unions  give  to  the 
development  of  the  credit  union  movement,  because  they  feel  in  doing 
this  type  of  work  they  are  their  brother’s  keeper  and  are  doing  good 
communal  service. 

Unfortunately,  these  men  who  do  this  work  can’t  themselves  borrow 
from  their  credit  unions,  because  they  are  limited  by  law,  so  that  the 
man  who  is  an  officer  of  a  credit  union  or  a  committee  member,  can’t 
make  a  loan  from  his  credit  union,  while  a  regular  member  can,  and 
he  can  only  make  the  loan  from  his  credit  union  up  to  the  extent  of  his 
shareholdings. 

We  feel  that  if  these  men  were  permitted  to  borrow  from  their 
credit  union,  and  the  shareholdings  of  other  individuals  besides  theirs 
were  pledged  to  the  loan,  the  credit  union  would  have  full  security. 
There  had  been  no  problem  of  anybody  being  taken  advantage  of  and 
the  loan  needs  of  these  people  would  be  met. 

So  we  hope  you  will  liberalize  the  rules  for  these  people  as  long  as 
the  credit  union  receives  as  security  the  shares  of  others  than  the 
borrower. 

Mr.  Patman.  Let  me  see  if  I  understand  that.  As  it  is  now,  of 
course,  all  this  work  is  gratis.  These  committee  members  do  not 
charge  for  the  services  they  render  ? 

Mr.  Stone.  That  is  right. 

Mr.  Patman.  And  they  are  restricted  in  their  own  loans  because 
they  are  serving  on  committees  or  they  have  become  officials  of  the 
local  credit  union  ? 

Mr.  Stone.  That  is  right. 

Mr.  Patman.  If  this  were  a  bank,  they  could,  of  course,  go  to  another 
bank  and  get  a  loan,  but  being  a  credit  union— and  you  must  be  a  mem¬ 
ber  to  get  a  loan — they  are  ineligible  to  borrow  from  other  credit 
unions,  is  that  correct? 

Mr.  Stone.  That  is  correct. 

Mr.  Patman.  This  provision,  in  other  words,  corrects  a  situation, 
because  it  is  unlike  banks  in  that  respect  ? 
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Mr.  Stone.  That  is  exactly  so. 

Mr.  Austin  points  out  that  in  certain  instances  the  centrals  will 
take  care  of  that  situation,  but  in  those  cases  where  there  are  not  cen¬ 
tral  funds,  or  the  central  fund  is  not  in  a  position  to  do  it,  as  the  Chair 
has  pointed  out,  this  gives  the  officer  of  a  credit  union  a  service  that 
isn’t  otherwise  available  to  him. 

The  next  amendment  is  to  permit  investment  by  Federal  credit 
unions  in  the  shares  of  the  central  credit  unions  subject  to  the  author¬ 
ization  by  the  board  of  directors.  And  this  is  of  a  technical  nature, 
and  if  you  authorize  the  establishment  of  central  credit  unions,  I  think 
this  would  be  something  that  would  go  along  with  that. 

The  next  is  to  permit  the  charging  of  a  reasonable  fee  for  the  cashing 
or  selling  of  checks,  not  to  exceed  the  direct  and  indirect  costs  incident 
to  providing  such  service. 

The  Bureau  of  Federal  Credit  Unions  has  held  that  in  the  absence 
of  a  specific  provision  in  the  Federal  Credit  Union  Act  permitting 
such  activity,  Federal  credit  unions  may  not  cash  or  sell  checks  for  a 
fee.  Formerly  credit  unions  had  been  engaged  in  this  activity  and 
the  ruling  has  created  considerable  hardship.  The  activity  which  is 
desired  and  requested  by  the  members  results  in  certain  direct  and 
indirect  costs.  It  is  only  fair  and  equitable  that  these  costs  should 
be  borne  by  those  directly  availing  themselves  of  the  service  rather 
than  by  the  general  membership.  This  principle  has  been  accepted 
by  the  credit  unions  directly  involved,  and  as  the  owners  of  the  credit 
unions  they  should  have  the  right  to  provide  this  service  for  themselves. 

I  think  that  it  was  pointed  out,  upon  one  occasion,  that  here  in 
Washington,  D.C.,  unless  the  credit  unions  were  given  an  opportunity 
to  cash  the  checks,  it  would  result  in  inconvenience  and  expense  to 
many  Federal  employees  who  would  have  to  take  time  from  their 
work,  have  to  travel  some  distance  to  a  bank  which  was  not  conven¬ 
iently  located,  or  would  have  to  pay  very  substantial  fees  to  people 
who  are  in  the  business  of  cashing  checks.  This  is  pointed  out  clearly, 
it  seems  to  me,  in  the  District  of  Columbia,  as  much  as  in  any  other 
section.  This  is  a  service  that  the  credit  unions  can  make  available 
to  their  members.  It  is  a  great  convenience,  and  this  is  something 
which  it  seems  to  me  we  ought  to  recognize  as  a  convenience  for  the 
individual  member,  and  a  service  that  we  ought  to  be  able  to  furnish. 

The  next  is  to  provide  for  appointment  of  the  members  of  the 
supervisory  committee,  one  of  whom  may  be  a  director  other  than  the 
treasurer,  by  the  president,  such  appointment  to  be  subject  to  rati¬ 
fication  by  the  board. 

The  present  law  provides  for  election  of  supervisory  committee 
members  by  the  membership. 

Now,  I  think  our  reasons  for  this  amendment  are  contained  in  the 
printed  record,  and  perhaps  it  needs  no  further  amplification  from 
me. 

The  next  one  is  to  provide  for  one  or  more  vice  presidents,  and  this 
would  be  of  particular  significance  to  credit  unions  requiring  an  addi¬ 
tional  cosignatory  on  the  checks.  A  vice  president  could  be  elected 
and  automatically,  without  any  change  in  the  bylaws,  he  would  be 
given  certain  powers  to  sign  checks. 

The  next  one  is  to  change  the  position  of  the  officer  called  “clerk” 
to  that  of  “secretary.” 


FEDERAL  CREDIT  UNIONS 


13 


It  is  thought  that  the  title  “secretary”  is  more  dignified  and  adds 
to  the  stature  of  the  office,  and  this  is  a  change  in  a  name,  which 
doesn’t  appear  to  be  of  any  particular  moment,  except  that  it  does 
give  a  certain  amount  of  prestige  to  the  office,  which  we  think  is 
desirable. 

The  next  one  is  to  prohibit  compensation  to  any  executive  officer 
other  than  the  treasurer  for  services  rendered  as  such. 

This  provides  that  only  the  treasurer,  as  general  manager  of  the 
credit  union,  may  be  compensated  for  his  services.  Service  without 
pay  by  the  directors,  committee  members,  and  all  other  officers  is  con¬ 
sistent  with  credit  union  philosophy.  Under  the  present  law,  all  of 
the  officers  of  a  credit  union  may  be  compensated  to  such  extent  as 
the  bylaws  may  provide. 

The  next  is  to  provide  that  in  addition  to  the  board  of  directors 
acting  directly  upon  applications  for  membership,  it  may  appoint 
from  the  members,  other  than  the  treasurer  or  assistant  treasurer,  a 
membership  chairman  who  Shall  also  be  authorized  to  act  upon  such 
application  within  limitations  set  by  the  board. 

Mr.  Johnson.  May  I  interrupt  ?  On  the  previous  question  of  com¬ 
pensation  of  officers,  have  you  any  evidence  to  show  that  other  of¬ 
ficers  are  now  being  paid  or  are  not  being  paid  ? 

Mr.  Stone.  No;  I  think  that  as  a  general  rule,  other  officers  are  not 
being  paid,  except  when  they  render  special  service,  but  since  we  feel 
very  strongly  that  we  want  to  maintain  this  basic  philosophy,  we  feel 
that - 

Mr.  Johnson.  The  purpose  of  my  question  is  to  find  out  whether 
we  would  be  interrupting  practices  which  members  find  acceptable 
in  many  cases. 

Mr.  Stone.  Mr.  Austin  will  answer  that. 

Mr.  Austin.  Actually,  the  standard  bylaws,  which  have  to  be  ap¬ 
proved  by  the  Federal  Bureau  at  the  present  time,  have  consistently 
said  that  no  one  but  these  persons  may  be  paid,  but  there  is  a  little 
pressure  now  and  then  from  some  credit  union  to  be  entitled  to  pay 
its  president  or  board  members  for  meetings.  If  this  were  put  in 
the  law  it  would  give  the  weight  of  the  law  to  it,  whereas,  now  it  is 
literally  a  regulation  of  the  Bureau.  It  is  our  feeling  that  it  is  so 
basic  a.  principle  of  the  credit  union  movement  that  it  could  and 
should  be  in  the  law  itself.  However,  the  Federal  Bureau  has  en¬ 
forced  it,  in  effect,  as  a  regulation,  putting  it  into  the  bylaws  of  the 
credit  unions  of  the  past. 

Mr:  Johnson.  Thank  you. 

Mr.  Stone.  Now,  the  next  one  to  which  we  will  refer  is  the  appoint¬ 
ment  of  a  membership  chairman,  and  this  would  enable  credit  unions 
to  make  their  services  available  more  quickly  to  applicants  for  mem¬ 
bership.  In  many  instances  the  board  of  directors  meets  only  once 
a  month,  and  therefore  can  oidy  pass  upon  applications  for  member¬ 
ship  once  a  month. 

Now,  while  we  do  not  intend  to  deprive  the  board  of  directors  of 
the  right  and  the  desirability,  too,  of  passing  upon  applications  for 
membership  we  think  it  would  be  much  more  convenient  if  we  were 
authorized  to  have  a  chairman  of  the  membership  committee  who 
could  take  care  of  the  man’s  needs  when  he  came  in  and  have  that 
ratified  in  some  way  by  the  boa rd  later  on. 
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This  would  enable  us  to  make  our  services  available  quickly  in  an 
■emergency. 

The  next  amendment  is  to  authorize  the  board  to  compensate  neces¬ 
sary  auditing  assistance  appointed  by  the  supervisory  committee  and 
loan  officers  appointed  by  the  credit  committee. 

To  assist  the  supervisory  committee  in  functioning  more  effectively 
by  providing  for  assistance  which  may  be  compensated,  is  the  purpose 
of  this  amendment.  This  committee  which  is  charged  with  the  re¬ 
sponsibility  for  making  regular  internal  audits  of  the  credit  union, 
often  requires  outside  assistance.  And  we  would  like  to  give  them 
the  authority  to  provide  outside  assistance  to  make  independent  audits 
in  cases  where  they  think  it  is  desirable. 

Compensation  for  loan  officers  who  would  take  some  of  the  burden 
off  of  the  credit  union  committee  is  based  upon  the  same  principles, 
that  a  loan  officer  would  be  appointed,  he  would  have  the  authority 
under  certain  cases,  especially  in  loans  which  are  secured  by  shares, 
to  give  members  immediate  service,  and  we  would  like  to  have  the 
right  to  compensate  these  people  who  would  be  professional  people  in 
each  instance. 

The  next  amendment  is  to  increase  the  signature  loan  limit  from 
$400  to  $1,000. 

This  is  to  allow  credit  unions  to  more  effectively  satisfy  consumer 
credit  needs  of  the  expanding  credit  union  membership.  The  chair¬ 
man  has  already,  in  his  opening  remarks,  indicated  his  famliarity 
with  the  progress  of  the  development  of  the  law  with  reference  to 
the  loan  limits. 

Congress  has  progressively  increased  this  limit  from  $50  annually, 
in  the  original  act,  to  $100  in  1940?  $300  in  1946,  and  $400  in  1949. 

The  experience  of  Federal  credit  unions  on  loans  of  this  type  has 
been  very  good  over  the  years,  and  it  is  felt  that  the  rising  cost  of 
commodities  and  services,  coupled  with  the  progressive  growth  and 
knowledge  on  the  part  of  credit  unions  of  the  character  and  financial 
responsibility  of  their  members,  warrants  the  requested  increase  in 
the  signature  loan  limits,  and  I  respectfully  submit  that  in  the  10 
years  since  the  last  change,  in  1949,  the  trend  in  the  economy  of  our 
country  has  been  such  that  the  loan  needs  of  the  individual  credit 
union  member  have  changed,  too,  with  that,  and  this  increase  to  a 
$1,000,  which  we  now  ask,  is  justified  by  the  history  of  the  changes  and 
by  the  present  economy  of  the  country. 

Next,  to  permit  appointment  by  the  credit  committee  of  one  or 
more  loan  officers  to  approve  loans  up  to  the  unsecured  limit,  or  in 
excess  of  such  limit  if  the  excess  is  fully  secured  by  unpledged  shares. 

I  think  this  needs  no  further  elaboration  than  is  included  in  the 
printed  record.  This  is  being  done  for  the  purpose  of  making  the 
facilities  of  the  credit  union  available  to  a  person  when  he  needs  it, 
and  since  all  of  the  members  of  the  credit  committee  serve  without 
compensation,  and  sometimes  it  is  difficult  to  get  them  together  if 
their  business  duties  call  them  away  from  a  meeting  of  the  committee, 
it  means  that  unless  we  are  in  a  position  to  give  our  members  this 
service  in  this  way,  they  may  have  to  wait  until  the  credit  committee 
meets,  and  when  a  man  needs,  in  an  emergency,  assistance,  it  isn’t 
desirable  to  ask  him  to  wait  2  or  3  or  4  days  until  the  credit  committee 
meets. 


FEDERAL  CREDIT  UNIONS 


15 


ATow,  while  the  credit  committees  may  meet  very  frequently,  in  the 
larger  credit  unions,  I  think  you  will  agree  with  me  in  those  cases 
where  you  have  smaller  credit  unions,  and  the  credit  committees  don’t 
meet  too  often,  that  it  limits  a  person  to  ask  him  to  wait  until  the 
■credit  committee  meets,  especially  when  he  needs  money.  He  ought 
•to  be  able  to  get  his  loan  as  quickly  as  possible. 

The  next  amendment  is  to  authorize  the  board  of  directors  to  de¬ 
clare  a  dividend  rather  than  the  membership  declaring  a  dividend,  and 
to  transfer  this  function  to  the  body  which  is  primarily  responsible  for 
the  management  and  sound  operation  of  the  credit  union  is  something 
which  people  understand  as  good  business,  in  many  types  of  corpora¬ 
tions.  The  directors  of  a  credit  union  are  in  a  better  position,  perhaps 
in  the  best  position,  to  determine  the  size  of  the  dividend  to  be  dis¬ 
tributed,  based  upon  the  directors’  intimate  knowledge  of  the  organiza¬ 
tion’s  affairs,  and  the  current  and  future  needs  of  the  organization. 
Further,  this  would  alleviate  the  condition  presently  existing  whereby 
the  members  are  in  the  position  to  declare  a  dividend  in  excess  of  that 
to  which  the  credit  union  can  safely  and  prudently  afford  to  pay. 

The  next  amendment  is  to  permit  annual  or  semiannual  dividends  as 
ths  bylaws  of  each  credit  union  may  provide.  It  seems  to  me  there  is 
no  good  reason  why  a  credit  union  shouldn’t  be  permitted  to  pay  divi¬ 
dends  semiannually  if  the  credit  union  thinks  this  is  the  desirable 
method  of  declaring  dividends  and  since  the  credit  union  will  have  the 
right  to  exercise  its  choice  of  an  option,  it  seems  to  me  that  the  com¬ 
mittee  might  well  feel  that  they  ought  to  give  them  the  right  to  de¬ 
clare  dividends  semiannually  instead  of  annually. 

The  next  change  is  to  provide  that  the  dividend  credit  for  a  month 
may  be  accrued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  5  days  of  the  month.  I  don’t  think  this  needs  any  elabora¬ 
tion.  This  is  for  benefit  of  the  individual  credit  union  member.  It 
doesn’t  affect  the  credit  unions  too  much  but  as  a  matter  of  bookkeep¬ 
ing  it  seems  to  me  desirable  to  give  them  this  opportunity  to  put  their 
money  in  any  time  within  the  first  5  days,  and,  of  course,  sometimes 
this  becomes  important  because  some  of  these  people  don’t  get  their 
paychecks  until  the  first  or  second  day  of  the  month,  and  they  need  a 
little  time,  within  which  to  bring  their  checks  into  the  credit  union  for 
deposit. 

Next,  to  provide  that  a  member  expelled  from  a  credit  union  may  ob¬ 
tain  a  review  of  such  expulsion  by  the  Director  of  the  Bureau. 

Since  expulsion  may  seriously  affect  a  person’s  standing  and  reputa¬ 
tion  in  a  community  and  may  be  based  on  factors  which  do  not  con¬ 
stitute  a  valid  reason  for  such  expulsion,  provision  for  a  method  of 
review  appears  warranted.  We  think  that  perhaps  a  review  by  an 
impartial  group  who  can  take  a  more  objective  view  of  the  situation 
would  be  better  for  the  individual  credit  union  and  it  seems  to  me 
that  this  is  a  benefit  which  you  confer  upon  the  individual  credit  union 
member. 

This  amendment  to  which  I  just  made  reference  appears  in  the 
Multer  bill,  but  does  not  appear  in  the  Patman  bill. 

The  next  amendment  is  to  place  the  Bureau  of  Federal  Credit 
Unions  under  all  provisions  of  the  Administrative  Procedure  Act.  At 
present,  it  is  subject  only  to  the  rulemaking  provisions  of  the  act. 
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The  purpose  of  this  is  to  give  Federal  credit  unions  and  proposed 
new  credit  unions  the  right  to  a  hearing  on  adjudications  made  by  the 
Bureau,  and  to  create  a  formal  record  of  such  hearings. 

The  next  amendment  is  to  permit  allocation  of  space  in  Federal 
buildings  to  credit  unions  having  a  membership  composed  of  at  least 
95  percent  of  persons  who  are  either  presently  Federal  employees  or 
are  retired  employees  and  members  of  their  families.  At  present,  al¬ 
location  of  such  space  is  permitted  to  credit  unions  the  membership  of 
which  is  composed  exclusively  of  Federal  employees  and  members  of 
their  families. 

The  purpose  of  this  amendment  is  to  allow  credit  unions  to  con¬ 
tinue  the  membership  of  retired  Federal  employees,  and  to  extend 
membership  to  a  limited  number  of  employees  of  private  contractors 
who  we  all  recognize  as  quasi-governmental  officials,  but  who  are 
not  technically  governmental  officers,  such  as  the  American  Legion, 
Bed  Cross  personnel,  who  work  along  with  Federal  employees  at 
Federal  installations.  We  don’t  want  to  jeopardize  the  credit  unions’ 
eligibility  for  space  in  Federal  buildings  . 

We  think  these  people  should  be  included  in  that  group. 

Mr.  Johnson.  May  I  interrupt  you  again  at  that  point  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Johnson.  Mr.  Chairman? 

Mr.  P  atman.  Certainly. 

Mr.  Johnson.  The  language  there  says  either  presently  Federal 
employees  or  retired  Federal  employees. 

This  means  that  if  a  person  was  an  active  member  of  your  credit 
union  and  left  Federal  employment,  to  accept  other  employment, 
that  he  should  be  thrown  out  of  the  credit  union,  or  else  when  there 
were  more  than  5  percent,  the  credit  union  would  lose  the  benefit  of 
this  provision  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Johnson.  Is  it  your  feeling  that  when  a  person  leaves  employ¬ 
ment  in  an  institution  which  has  a  credit  union,  that  he  should, 
unless  he  retires,  withdraw  from  that  credit  union  ? 

Mr.  Stone.  No,  it  is  my  feeling  that  we  want  him  to  remain  as  a 
member  of  that  credit  union,  Mr.  Johnson. 

Mr.  Johnson.  That  is  what  I  thought.  Now,  my  question  is  this: 
Shouldn’t  you  perhaps  suggest  that  it  be  composed  of  at  least  95 
percent  of  persons  who  are  either  presently  Federal  employees  or 
were  Federal  employees  at  the  time  of  their  admission  into  the  credit 
union  ? 

Mr.  Stone.  Yes,  sir;  I  think  that  would  do  it.  I  agree  that  that, 
Mr.  Johnson,  extends  the  group,  which  would  be  preferable.  I  think 
your  language  would  be  preferable. 

Mr.  Johnson.  1  am  in  the  embarrassing  position  of  having  left  the 
employment  of  a  group  that  had  a  credit  union  and  I  am  no  longer 
in  their  employ  because  of  my  present  activities.  I  take  it  if  this 
principle  were  generalized  that  I  had  better  get  out  of  that  credit 
union. 

Mr.  Stone.  We  don’t  want  you  to  get  out  of  the  credit  union. 

I  agree  that  Mr.  Johnson’s  definition  of  the  group  is  better  than  the 
one  we  suggested,  Mr.  Chairman. 
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Mr.  Patman.  An  amendment  will  be  in  order,  Mr.  Johnson,  which 
I  trust  you  will  be  good  enough  to  prepare. 

Mr.  Stone.  The  next  amendment  is  to  add  a  new  section  to  the 
act  to  provide  for  conversion  from  Federal  to  State  charter,  and 
vice  versa. 

The  purpose  of  this  is  to  make  specific  provision  for  such  con¬ 
version.  Under  certain  circumstances  this  action  may  be  deemed 
desirable  by  a  credit  union  and  acceptable  to  the  supervisory  agen¬ 
cies  involved.  However,  the  Federal  Credit  Union  Act  is  silent  in 
this  connection.  Special  authority  appears  warranted  which  would 
facilitate  the  procedure  in  order  that  it  may  be  accomplished  without 
dissipation  of  reserves  or  undue  disruption  of  normal  credit  union 
operations  and  service  to  the  members. 

I  am  familiar  with  two  such  situations,  one  in  Maine  and  one  in 
Massachusetts.  The  one  in  Massachusetts  was  the  conversion  of  a 
parish  credit  union  from  a  Federal  chartered  credit  union  to  a  State 
chartered  credit  union  and  it  worked  out  very  well,  but  there  were 
certain  circumstances,  in  the  particular  instance,  which  justified  the 
conversion. 

The  one  in  Maine  is  one  with  reference  to  a  municipal  group,  and 
as  of  6  months  ago  when  I  had  some  correspondence  with  the  Bureau 
in  regard  to  this,  and  with  the  Maine  credit  union  people,  I  found 
that  there  was  some  difficulty  between  the  Bureau  and  the  Maine 
people,  about  clarifying  the  regulations  and  the  law  relating  to  this. 
So  I  just  want  to  add  my  own  personal  observation,  that  there  ought 
to  be,  I  respectfully  submit,  some  definite  rules  about  this,  whatever 
rules  this  committee  thinks  are  desirable. 

The  next  amendment  is  to  make  a  provision  for  making  robbery  of 
a  Federal  credit  union  a  crime  under  Federal  statute. 

And  this  proposed  amendment  would  permit  the  Federal  Bureau 
of  Investigation  to  assume  jurisdiction  in  instances  of  robbery,  as 
well  as  the  others.  And  I  think  that — and  I  respectfully  submit  that 
this  is  a  desirable  change. 

The  next  amendment  is  to  expand  the  provisions  of  the  act  to  in¬ 
clude  the  several  Territories  and  the  several  possessions  of  the  United 
States.  And  the  purpose  of  this  is  to  eliminate  the  need  for  future 
amendments  in  order  to  allow  for  the  establishment  of  Federal  credit 
unions  in  the  U.S.  Territories,  and  possessions  hereafter  created. 

Other  amendments,  which  I  will  not  refer  to,  are  included  to  modify 
various  sections  of  the  act  and  these  are  to  modernize  the  act  without 
making  substantive  changes. 

Now,  the  first  witness  following  me  is  Mr.  Cecil  Burdick,  director 
of  the  Credit  Union  National  Association  from  Texas. 

Mr.  Patman.  Mr.  Burdick,  come  around,  please.  You  may  stay 
there,  Mr.  Stone,  if  you  desire. 

Mr.  Johnson.  Mr.  Chairman,  I  think  it  would  be  appropriate  to 
say  at  this  time  that  Mr.  Vance  Austin  has  been  for  many  years  a 
distinguished  resident  of  my  district  and  a  distinguished  public  servant 
in  the  State  of  Colorado. 

Mr.  Austin.  Thank  you. 

Mr.  Patman.  Mr.  Burdick,  you  may  proceed. 
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STATEMENT  OF  CECIL  BURDICK,  NATIONAL  DIRECTOR  OF  CUNA, 

FROM  TEXAS 

Mr.  Burdick.  Mr.  Chairman  and  members  of  the  connnittee,  my 
name  is  Cecil  Burdick.  I  live  in  Longview,  Tex.  I  have  been  the 
treasurer  of  the  Humble  Employees  Longview  Federal  Credit  Union 
since  it  was  organized  in  1936,  23  years  ago.  I  have  been  a  director 
and  secretary-treasurer  of  the  Texas  Credit  Union  League  since  1941 — - 
18  years.  I  have  been  a  director  of  the  National  Credit  Union  Asso¬ 
ciation  for  the  past  16  years,  and  a  vice  president  of  the  association  in 
1957  and  1958.  I  have  held  and  still  hold  many  positions  as  committee 
member  of  credit  union  groups  nationally,  regionally,  and  in  my  State. 
All  of  these  positions  have  been  on  a  voluntary,  nonpaid  basis.  I  tell 
you  this  so  you  will  know  that  my  credit  union  background  gives  me 
wide  knowledge  of  credit  union  operations  and  problems. 

For  example,  in  my  district  we  have  61  credit  unions  and  in  the 
State  of  Texas  we  have  over  1,100  credit  unions  with  600,000  members. 
1  personally  have  knowledge  of  the  operation  of  many  of  these  credit 
unions  and  directly  or  indirectly  hear  of  most  major  problems  affect¬ 
ing  any  of  them  and  credit  unions  generally  throughout  the  Nation. 

Many  of  the  problems  which  come  to  my  attention  result  from  the 
restriction  in  the  law  prohibiting  Federal  credit  unions  from  lending 
a  member  more  than  $400  on  his  own  signature.  In  1949  Congress 
amended  the  Federal  Credit  Union  Act  to  allow  credit  unions  to  make 
signature  loans  to  individual  members  up  to  $400.  Ten  years  ago  a 
$400  limit  was  satisfactory  in  most  cases.  But,  as  you  gentlemen 
know  far  better  than  I,  10  years  ago  the  dollar  would  buy  far  more 
goods  and  services  than  today’s  dollar. 

For  example,  my  records  show  that  in  1950  the  average  loan  made 
by  my  own  credit  union  was  $529,  whereas  last  year  the  average  loan 
totaled  $753.  We  made  practically  the  same  types  of  loans  in  1958  as 
we  did  in  1950,  yet  you  see  that  the  amount  of  the  average  loan  in¬ 
creased  by  over  42  percent.  Requests  for  signature  loans  have  in¬ 
creased  by  about  the  same  percentage  in  amount,  but  the  limitation  in 
the  present  Federal  Credit  Union  Act  has  prevented  granting  unse¬ 
cured  loans  in  an  amount  greater  than  $400.  Congress  and  the  credit 
union  leaders  felt  10  years  ago  that  a  man’s  signature  was  worth  $400 
1  oday  we  feel  that  the  rising  costs  of  commodities  and  services,  coupled 
with  the  progressive  growth  in  knowledge  on  the  part  of  credit  unions 
of  the  character  and  financial  responsibility  of  their  members,  warrant 
a  substantial  increase  in  the  signature  loan  limit. 

As  you  gentlemen  know,  each  Federal  credit  union  has  a  credit 
committee  that  passes  upon  every  individual  loan.  The  members  of 
the  credit  committee  quite  often  decide  that  a  borrower’s  character 
or  his  financial  condition  make  it  necessary  to  reduce  below  the 
maximum  signature  loan  limit  the  amount  the  credit  union  will  lend 
him  without  additional  security. 

If  you  gentlemen  see  fit  to  grant  us  an  increase  in  the  amount  of 
the  maximum  signature  loan  limit,  the  credit  committees  of  these 
credit  unions  will  still  exercise  their  right  to  grant  a  lower  amount 
when  they  deem  such  limitation  to  be  necessary. 

Daily,  the  credit  committees  of  hundreds  of  Federal  credit  unions 
throughout  the  United  States  have  members  who  desire  to  borrow 
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up  to  $1,000  for  very  provident  and  productive  purposes.  Often 
these  would-be  borrowers  are  considered  by  the  credit  union  to  be 
well  worth  the  amount  requested  on  their  own  signature,  and  the 
borrowers  know  that  with  their  well  established  credit  rating  they 
can  go  to  other  types  of  lending  agencies  and  get  the  amounts  they 
need — usually  at  a  much  higher  rate  of  interest — without  any  ques¬ 
tions  and  on  their  own  signatures.  But,  of  course,  they  would  rather 
borrow  from  their  own  credit  unions.  They  come  to  us.  We  are 
forced  to  say,  “John,  or  Bill,  we  are  very  sorry,  but  the  Federal  law 
will  allow  us  to  lend  you  only  $400  on  your  own  signature.  If  you’ll 
furnish  us  some  other  collateral,  we’ll  be  glad  to  lend  you  the  $800 
you  need.  We  know  you  have  an  excellent  credit  rating  and  charac¬ 
ter,  and  that  your  signature  is  well  worth  the  $800,  but  the  law  says 
otherwise.” 

I  had  an  example  of  that  just  a  few  weeks  ago.  We  had  a  man 
who  had  been  sick,  had  an  operation  in  the  first  part  of  the  year,  and 
had  secured  permission  to  delay  his  income  tax  return.  I  personally 
helped  him  work  it  up.  He  had  last  year  sold  some  stock,  antici¬ 
pating  this  operation,  and  had  made  a  considerable  profit  on  the  stock, 
which  made  his  income  tax  $683  more  than  had  been  withheld  from 
his  income. 

He  came  to  my  credit  union,  came  to  me,  and  asked  me  if  we  would 
loan  him  this  $683,  since  the  operation  had  taken  most  of  the  money 
or  profit  he  had  made  on  the  stock.  I  told  him  we  would  be  glad  to 
loan  him  the  $400,  or  he  could  get  some  cosigners  and  we  would  loan 
him  the  $683,  which  he  finally  did.  But  he  was  a  man  that  any  of 
us  would  have  been  glad  to  loan  the  $683  without  question  of  col¬ 
lateral,  had  we  been  permitted  under  law. 

You  can  understand  that  we  make  a  poor  impression  on  that 
member  when  we  are  forced  to  tell  him,  in  effect,  that  he  must  go 
elsewhere  to  get  the  money  he  needs,  and  we  know  he  can  and  will 
repay. 

Gentlemen,  in  light  of  rising  prices  which  have  created  needs  for 
larger  loans  and  our  increased  knowledge  and  excellent  experience 
in  making  signature  loans,  isn’t  it  reasonable  to  expect  that  the  signa¬ 
ture  loan  limit  should  be  increased  substantially?  We  earnestly  feel 
that  a  $1,000  signature  loan  limit  is  realistic,  and  would  enable  Fed¬ 
eral  credit  unions  to  more  adequately  and  effectively  serve  the  credit 
needs  of  their  membership. 

I  urge  you  gentlemen  to  suport  all  of  the  revisions  of  the  Federal 
Credit  Union  Act  contained  in  these  bills,  including  the  amendment 
which  would  increase  the  signature  loan  limit  to  $1,000. 

Thank  you  very  much  for  allowing  me  to  present  this  statement  to 
you. 

Mr.  Patman.  Are  there  any  questions?  If  not,  thank  you  very 
much,  Mr.  Burdick. 

Call  your  next  witness,  Mr.  Stone. 

Mr.  Stone.  Our  next  witness,  Mr.  Chairman,  and  members  of  the 
committee,  is  Mr.  Louis  Bonderefsky,  director  of  the  Credit  Union 
National  Association  from  New  York. 

Mr.  Patman.  Mr.  Bonderefsky,  you  may  proceed  in  your  own  way 
sir.  Identify  youi'self  first. 
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STATEMENT  OF  LOUIS  BONDEREFSKY,  NATIONAL  DIRECTOR  OF 

CUNA,  FROM  NEW  YORK 

Mr.  Bonderefsky.  Mr.  Chairman,  members  of  the  committee,  my 
name  is  Louis  Bonderefsky.  I  am  a  director  of  the  Credit  Union  Na¬ 
tional  Association  from  New  York  and  treasurer  of  the  Grand  Central 
Terminal  Employees  Federal  Credit  Union  in  New  York  City.  I 
have  served  as  an  officer  of  this  credit  union  since  1936.  I  also  am 
treasurer  of  the  New  York  State  Credit  Union  League,  which  serves 
more  than  1,000  credit  unions  with  approximately  600,000  members. 
Approximately  850  of  these  credit  unions,  with  nearly  450,000  mem¬ 
bers  are  federally  chartered. 

I  would  like  to  register  firm  support  of  the  credit  union  bills  under 
consideration  and  to  urge  favorable  action  by  this  committee  on  this 
legislation  which  is  so  essential  in  order  to  enable  our  Federal  credit 
unions  to  continue  to  serve  the  thrift  and  credit  needs  of  their  millions 
of  members  as  effectively  as  in  the  past. 

I  would  like  to  particularly  address  myself  to  the  proposed  amend¬ 
ment  which  would  permit  loans  to  directors  and  committee  members 
up  to  the  amount  of  their  shareholdings  in  the  credit  union,  plus  the 
total  unencumbered  and  unpledged  shareholdings  of  any  member 
pledged  as  security  for  the  obligation  of  such  director  or  committee 
member.  At  present  such  officials  are  restricted  to  loans  which  may 
not  exceed  the  amount  of  their  shareholdings  in  the  Federal  credit 
union  represented  by  shares  thereof. 

The  present  provision  in  the  act  places  a  hardship  on  those  officials 
who  are  willing  to  render  volunteer  service  but  have  the  same  credit 
needs  as  other  members.  In  my  own  experience,  covering  23  years, 
I  have  known  of  several  instances  where  officials  have  been  forced  to 
resign  from  office  because  they  required  a  loan  in  excess  of  their  per¬ 
sonal  shareholdings. 

Also,  many  capable  and  experienced  members  are  recuctant  to  as¬ 
sume  office  clue  to  the  restriction  which  is  placed  upon  them.  As  a 
result,  credit  unions  often  lose  the  benefit  of  the  most  capable  leader¬ 
ship. 

There  are  36  credit  unions  serving  the  employees  of  the  New  York 
Central  Railroad  system  with  approximately  61,000  members.  Some 
of  these  credit  unions  operate  under  State  law.  The  officials  of  these 
credit  unions  are  permitted  to  borrow  in  excess  of  their  personal  share¬ 
holdings,  with  some  limitations. 

The  New  York  State  credit  union  law  was  enacted  in  1912.  Officials 
of  New  York  State  chartered  credit  unions  are  also  permitted  to  pro¬ 
cure  a  loan  in  excess  of  shares,  with  certain  limitations.  Experience 
has  shown  no  violation  of  trust  or  conflict  of  interest  on  loans  of  this 
type. 

There  are  five  “officer  credit  unions”  in  New  York  where  Federal 
credit  union  officials  are  eligible  fol-  membership.  However,  these 
organizations  have  not  met  the  credit  needs  of  such  officials,  due  to 
policy  variations  within  these  credit  unions. 

The  manner  in  which  the  proposed  amendment  would  alleviate 
the  current  problem  can  possibly  be  best  pointed  up  by  means  of  an 
illustration.  An  official  of  a  Federal  credit  union  has  $200  in  share¬ 
holdings,  but  requires  a  loan  in  the  amount  of  $400.  His  wife,  an- 
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other  member  of  his  family,  or  a  friend  having  $200  or  more  in  un¬ 
encumbered  shares,  could  act  as  a  cosignatory  on  the  note  and  thereby 
allow  the  official  to  obtain  the  entire  amount  needed.  This  limited 
liberalization  would  help  the  officials  with  their  credit  needs,  and  at 
the  same  time  retain  due  regard  for  the  safety  of  the  funds  of  the 
membership. 

I  therefore  respectfully  solicit  favorable  action  by  this  committee 
on  this  and  the  other  amendments  in  the  credit  union  bills  under 
consideration. 

Mr.  Patman.  Thank  you,  very  much,  sir. 

You  may  call  your  next  witness. 

Mr.  Stone.  Mr.  Chairman,  Mr.  Bonderefsky  communicated  to  a 
few  of  us  some  instance  which  he  had  in  his  credit  union  in  New  York, 
which  may  be  of  interest  to  the  committee.  May  I  have  him  com¬ 
municate  that  to  the  committee  at  this  time? 

Mr.  Patman.  Certainly,  sir. 

Mr.  Bonderefsky.  Thank  you,  Mr.  Chairman.  I  want  to  point  out 
one  instance  where  an  employee  of  ours  was  in  difficulty  in  matri¬ 
mony.  He  was  a  man  in  his  middle  sixties,  who  had  married  for 
a  second  time.  Apparently,  the  lady  that  he  married,  according  to 
himself,  was  not  a  lady.  She  took  just  about  everything  that  there 
was  in  sight,  left  him,  and  sued  for  support. 

This  thing  went  through  the  courts  of  New  York,  and  the  man 
was  in  and  out  of  alimony  jail,  and  his  own  conscience  woiddn’t.  per¬ 
mit  him  to  do  his  work  satisfactorily,  and  it  was  a  question  of  whether 
or  not  he  could  retain  employment. 

Through  the  credit  union  1  was  able  to  deal  directly  with  the  at¬ 
torneys  involved,  and  we  were  able  to  come  to  a  compromise  where 
all  outstanding  alimony  would  be  disregarded,  and  that  the  credit 
union  would  see  to  it  that  as  long  as  this  man  was  employed  we  would 
send  this  lady  $15  every  2  weeks.  We  did  that  for  about  5  years 
without  any  cost  other  than  3  cents  for  a  postage  stamp  to  this  indi¬ 
vidual. 

Mr.  Patman.  And  you  restored  him  fully,  I  assume. 

Mr.  Bonderefsky.  We  restored  him  fully  until  the  date  of  his 
retirement. 

Mr.  Patman.  Thank  you,  sir. 

Mr.  Stone.  The  next  witness  is  Mr.  John  V.  Nation,  who  is  director 
of  the  Credit  Union  National  Association  from  Ohio. 

Mr.  Patman.  Mr.  Nation,  we  are  glad  to  have  you.  You  may  pro¬ 
ceed  in  your  own  way,  sir. 

STATEMENT  OF  JOHN  V.  NATION,  NATIONAL  DIRECTOR  OF  CUNA, 

FROM  OHIO 

Mr.  Nation.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  John  V.  Nation.  I  am  a  director  of  the  Credit  Union  National 
Association  from  Ohio,  and  a  past  president  of  the  Ohio  Credit  League, 
which  serves  some  1,100  credit  unions  with  more  than  550,000  members 
throughout  Ohio.  Approximately  500  of  these  credit  unions,  with 
almost  300,000  members,  are  Federal  credit  unions. 

In  addition,  I  am  treasurer  of  two  federally  chartered  credit 
unions — the  Spicer  Federal  Credit  Union  which  serves  employees  of 
the  Toledo  (Spicer)  division  of  the  Dana  Corp.,  and  the  Co-op  Fed- 
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eral  Credit  Union  which  serves  members  of  the  Toledo  Consumers 
Cooperative  Association. 

Because  of  changing  conditions  there  is  an  urgent  need  for  enact¬ 
ment  of  the  credit  union  bills  currently  before  this  committee. 

One  of  the  proposed  amendments  of  particular  interest  to  me  would 
permit  appointment  by  the  credit  committee  of  one  or  more  loan 
officers  authorized  to  approve  loans  up  to  the  unsecured  limit  or  in 
excess  of  such  limit  if  fully  secured  by  unpledged  shares. 

This  would  allow  Federal  credit  unions  to  furnish  the  type  of 
prompt  loan  service  which  their  members  have  a  right  to  expect  and 
which  they  ought  to  be  able  to  provide.  This  is  especially  true  in 
view  of  the  fact  that  their  members  can  obtain  this  prompt  service 
from  practically  any  other  financial  institution. 

I  believe  my  own  credit  union,  which  serves  employees  of  an  indus¬ 
trial  plant,  as  do  a  substantial  portion  of  all  Federal  credit  unions,  is 
an  almost  perfect  example  of  why  this  provision  is  so  urgently  needed. 
Our  main  plant  spreads  over  several  acres  and  also  has  operations  in 
another  building  located  in  such  a  way  that  it  is  necessary  to  travel 
about  5  blocks  to  go  from  one  plant  to  the  other.  Although  both 
plants  are  located  on  property  owned  by  the  corporation,  and  on  one 
large  parcel  of  real  estate,  the  two  plants  are  different  divisions  and 
therefore  separate.  Since  the  credit  union  serves  all  of  the  employees 
of  the  corporation,  and  is  desirous  of  cooperating  to  the  fullest  extent 
with  company  management,  it  is  necessary  that  we  provide  our  services 
in  such  a  manner  as  not  to  interfere  with  production  schedules,  and  if 
at  all  possible,  to  complement  these  operations.  This  is  difficult  under 
the  current  requirement  in  the  act  that  no  loan  may  be  made  unless 
approved  by  the  credit  committee  at  a  meeting  at  which  the  application 
for  such  loan  is  considered. 

Through  loan  officers  the  credit  needs  of  the  members  could  be 
handled  more  expeditiously  and  with  a  minimum  of  interference  with 
company  production  schedules,  since  approval  at  physical  meetings 
of  the  credit  committee  would  not  be  required  on  an  appreciable 
portion  of  the  loans.  This  would  also  lighten  the  burden  of  the  credit 
committee,  the  members  of  which  make  their  living  working  for 
the  company  and  donate  their  services  to  the  credit  union. 

Further,  many  times  employees  receive  messages  on  the  job  relating 
to  some  family  emergency  for  which  the  credit  union  could  provide 
immediate  funds,  if  it  had  a  loan  officer.  Under  present  circum¬ 
stances,  immediate  emergency  credit  service  is  not  practical. 

Mr.  Chairman,  may  I  cite  an  example  of  this  ? 

Mr.  Patman.  Certainly  you  may  do  so. 

Mr.  Nation.  I  would  like  to  tell  you  of  a  case.  A  fellow  went 
fishing  on  payday.  He  was  a  man  who  had  10  children.  He  had 
his  paycheck  in  his  pocket,  and  he  had  made  a  practice  of  depositing 
25  cents,  10  cents,  15  cents,  depending  on  the  age,  for  each  child  in 
the  savings  account. 

On  his  fishing  trip,  the  boat  capsized  and  he  was  drowned.  His 
widow  appealed  to  me  by  phone  the  next  day,  which  was  on  a  week¬ 
end,  for  help,  with  10  children  and  no  paycheck,  since  he  had  it  in 
his  pocket,  and  she  needed  it  for  food. 

Had  we  had  a  loan  officer  it  could  have  been  handled  very  quickly. 
But  it  required  quite  a  substantial  amount  of  negotiating  and  tele- 
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phoning,  to  satisfy  the  need.  That  is  an  example  of  the  emergencies 
that  can  occur,  and  believe  me,  she  needed  the  money  to  feed  10  children. 

And,  incidentally,  also  it  lends  to  defeating  the  basic  purpose  of 
thrift  if  we  can't  encourage  the  people  to  save,  if  they  are  not  able  to 
get  loans  on  an  emergency  basis,  of  their  own  funds,  quickly,  it  defeats 
the  purpose  of  encouraging  thrift. 

Mr.  Patman.  I  notice  you  said  that  this  individual  deposited  a 
certain  amount  each  month  from  his  paycheck  into  a  thrift  fund  for 
each  1  of  his  10  children.  Is  that  a  common  practice? 

Mr.  Nation.  Another  example  I  might  cite  is  this:  We  opened 
an  account  a  few  weeks  ago,  with  no  first  name  for  the  child,  because 
the  child  hasn’t  been  born  yet.  We  have  regular  deposits  for  three  or 
four  accounts  each  week,  as  the  paycheck  is  cashed,  in  lots  of  families. 
It  is  common  practice  to  build  up  funds  for  education. 

Mr.  Patman.  I  am  impressed  and  that  is  real  encouragement  to 
thrift. 

Mr.  Nation.  That  amounts  to  between  $35,000  and  $50,000  a  month 
in  our  case. 

Mr.  Patman.  Just  the  thrift  accounts  for  children  ? 

Mr.  Nation.  Yes,  sir. 

Mr.  Patman.  Thank  you. 

Mr.  Nation.  Gentlemen,  I  could  cite  you  other  specific  conditions 
that  point  up  the  need  for  every  one  of  the  changes  requested  in  the 
bills  before  you.  The  improvement  these  changes  would  effect  in  the 
act  is  very  evident  to  those  of  us  who  live  with  credit  union  work 
daily  in  our  jobs  as  credit  union  treasurers  and  officials.  At  times  con¬ 
ditions  arise  that  make  it  impractical  to  follow  strictly  the  letter  of  the 
law  and  even  necessitate  slight  evasions  because  needed  changes  are 
not  made  promptly  enough  in  the  law  to  keep  up  with  the  changing 
conditions  at  the  grassroots  level. 

I  would,  therefore,  urge  this  committee  to  act  favorably  upon  the 
bills  before  them.  Thank  you  for  the  courtesy  of  allowing  me  to 
present  this  statement. 

Mr.  Patman.  Thank  you,  Mr.  Nation. 

You  may  call  your  next  witness,  Mr.  Stone. 

Mr.  Stone.  The  next  witness  will  be  Clarence  O.  Cherry,  director 
of  the  Credit  Union  National  Association  from  Colorado. 

Mr.  Patman.  Mr.  Cherry,  we  are  delighted  to  have  you.  You  may 
proceed  in  your  own  way.  We  have  a  member  of  our  subcommittee 
from  Colorado  and  we  are  very  proud  of  him. 

Mr.  Cherry.  You  might  add  from  my  district,  Mr.  Chairman. 

Mr.  Patman.  Thank  you. 

STATEMENT  OF  CLARENCE  0.  CHERRY,  NATIONAL  DIRECTOR  OF 

CUNA,  FROM  COLORADO 

Mr.  Cherry.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  Clarence  O.  Cherry,  and  I  am  a  director  of  the  Credit  Union 
National  Association  from  Colorado,  and  treasurer-clerk  of  the  VAR- 
39  Federal  Credit  Union  in  Denver,  Colo.  This  credit  union  serves 
Federal  employees  of  the  Veterans’  Administration  regional  office  in 
Denver.  Approximately  half  of  Colorado’s  260  credit  unions  are  fed¬ 
erally  chartered  credit  unions.  The  total  credit  union  membership  in 
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Colorado  is  more  than  150,000,  almost  10  percent  of  the  State’s  popu¬ 
lation. 

I  should  like  to  add  that  those  figures  are  as  of  December  31,  1957, 
and  there  have  been  proportionate  increases. 

I  appreciate  this  opportunity  to  appear  before  you  in  the  interest 
of  the  members  of  all  our  Federal  credit  unions.  We  sincerely  hope 
that  you  will  act  favorably  on  the  bills  before  you,  all  of  which  con¬ 
tain  desirable  changes.  I  would  like  to  devote  the  major  portion  of  my 
statement  to  the  amendment  to  increase  the  signature  loan  limit,  or 
unsecured  loan  limit,  from  $400  to  $1,000,  since  this  is  one  of  the  pri¬ 
mary  areas  of  concern  to  us. 

1.  As  you  probably  know,  when  an  application  for  a  loan  is  con¬ 
sidered,  the  purpose  of  the  loan,  the  member’s  ability  to  repay,  and 
the  member's  character  are  the  major  determining  factors.  Security 
on  loans  up  to  $1,000  is  often  taken  simply  to  satisfy  the  act.  On  the 
basis  of  experience  we  know  that  a  person  who  wants  to  and  is  able  to 
repay  a  loan  up  to  this  amount  will  do  so. 

2.  Loans  requiring  security  are  time  consuming  in  terms  of  record¬ 
keeping  and  create  additional  expense  through  the  processing  of  mort¬ 
gages,  the  paying  and  recording  of  fees,  additional  postage,  materials, 
etc.  If  the  proposed  change  meets  with  your  approval  and  we  are 
permitted  to  grant  loans  up  to  $1,000  without  additional  security,  it 
will  reduce  these  expenses  and  allow  Federal  credit  unions  to  operate 
more  efficiently.  Of  course,  the  credit  committee  or  a  designated  loan 
officer  would  carefully  consider  such  larger  signature  loans  in  order 
to  fully  protect  members’  shareholdings. 

3.  Many  State  chartered  credit  unions,  as  well  as  other  types  of 
lending  institutions,  are  not  restricted  to  signature  loans  in  the  amount 
of  $400.  In  some  instances  there  are  no  restrictions  at  all  in  the 
State  credit  union  act. 

The  present  limitation  in  the  Federal  Credit  Union  Act  results  in 
many  members  in  need  not  availing  themselves  to  the  fullest  extent 
of  our  credit  facilities.  Often  they  obtain  much  larger  amounts  else¬ 
where  on  their  signatures.  Of  course,  the  cost  is  usually  greater — 
often  several  times  greater — than  our  credit  union  rate  of  interest. 

4.  Our  expanding  economy  and  standard  of  living  in  this  country 
have  created  a  situation  in  which  $400  can  no  longer  be  considered 
a  great  deal  of  money.  For  example,  if  a  member  in  Denver,  Colo., 
requires  an  emergency  loan  for  the  purpose  of  visiting  his  mother 
who  is  seriously  ill  in  New  York,  the  cost  of  plane  fare,  hotels,  meals, 
incidental  expenses,  caring  for  his  own  family,  etc.,  will  obviously 
exceed  $400.  The  present  requirement  that  security  be  obtained  on 
the  excess  amount  creates  a  problem  and  delay  in  processing  these 
loans  that  is  highly  undesirable.  Credit  unions  have  always  con¬ 
sidered  service  to  the  member  as  their  primary  objective. 

5.  Congress  has  progressively  increased  the  signature  limit  from 
$50  in  the  original  Act  to  $100  in  1940,  $300  in  1946,  and  $400  in  1949. 
Our  experience  on  loans  of  this  type  has  been  very  good  over  the  years. 
The  knowledge  we  have  acquired  concerning  the  character  and  fin¬ 
ancial  responsibility  of  our  members  warrants  the  proposed  increase 
in  the  signature  loan  limit. 

Your  approval  of  the  credit  union  amendments  before  you  is  earn¬ 
estly  solicited.  I  very  much  appreciate  the  opportunity  to  present 
this  statement  to  you. 
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Mr.  Chairman,  with  your  permission  I  would  like  very  much  to  add 
one  comment. 

Mr.  Patman.  You  may  do  so,  sir. 

Mr.  Ciierry.  I  would  like  to  take  this  opportunity  to  compliment 
our  Congressman  Johnson  on  his  suggested  amendment  that  he  made 
this  morning,  pertaining  to  members  who  leave  the  field  of  member¬ 
ship  in  our  Government  agency  Federal  credit  unions,  and  as  you 
gentlemen  perhaps  know  most  of  our  credit  unions  provide  life  sav¬ 
ings  protection,  and  in  many  instances  these  folks  are  required  to 
leave  membership  through  no  choice  of  their  own  because  of  various 
economy  programs  and  other  situations  that  arise  in  the  Government, 
and  it  is  necessary  to  have  a  reduction  in  force,  and  these  people,  as 
I  state,  have  no  choice  in  the  matter,  they  are  forced  to  terminate 
their  employment,  and  in  many  instances  go  into  various  types  of 
industrial  employment. 

In  some  instances,  now,  these  persons  are  passed  the  age  of  55,  and 
the  primary  purpose  for  acquiring  their  savings  was  to  acquire  this 
additional  insurance  protection  for  their  family,  so  that  we  are  literally 
taking  away  from  them  this  protection  and  service  that  we  assured 
them  they  would  be  provided  through  our  credit  unions.  Again  I 
want  to  personally  congratulate  you,  Byron,  I  think  you  picked  up  a 
very  important  and  pertinent  point  and  thank  you  all  very  much  for 
this  opportunity. 

Mr.  Patman.  Thank  you.  Are  there  any  questions? 

Mr.  Johnson.  Thank  you,  Mr.  Cherry.  Since  you  do  represent  a 
Federal  employees  credit  union,  could  you  comment?  Do  you  en¬ 
courage  persons  who  do  drop  out  of  Federal  employment  before  re¬ 
tirement  to  stay  in  your  credit  union  if  they  can  ? 

Mr.  Cherry.  I  think,  Congressman  Johnson,  I  might  say  this :  That 
our  potential  membership  at  this  moment,  that  is  the  number  of  em¬ 
ployees  on  duty,  is,  1,349,  and  our  actual  membership  is  1,942. 

Mr.  Johnson.  You  have  answered  my  question. 

Mr.  Patman.  Thank  you  very  kindly,  sir. 

Mr.  Miller. 

Mr.  Miller.  I  know  that  this  has  probably  been  stated  in  previous 
hearings,  but  I  think  this  record  should  show,  either  from  Mr.  Cherry, 
or  Mr.  Burdick,  or  Mr.  Bonderefsky,  some  evidence  as  to  why  you 
gentlemen  give  so  much  of  your  time  to  this  tremendous  institution  of 
the  credit  unions,  so  that  we  can  have  it  on  the  record  for  the  benefit 
of  other  members  of  Congress  who  may  not  be  familiar  with  it.  I 
think  that  either  one  or  all  three  of  them  might  give  some  indication, 
something  about  how  much  they  are  paid,  ivho  pays  for  their  being 
here,  and  why  do  you  give  so  much  free  time. 

Mr.  Cherry.  I  don't  know  that  I  am  the  person  qualified,  but  in 
my  own  case  I  would  certainly  be  happy  to  state  that  I  am  employed 
by  the  Veterans  Administration,  in  the  Department  of  Medicine  and 
Surgery,  for  the  particular  purpose  of  serving  all  of  the  amputee  and 
hard  of  hearing  veterans  throughout  the  world,  in  addition  to  the 
British  and  Canadian  veterans  who  reside  in  the  United  States  and 
whom  our  country  is  reimbursed  for  serving. 

My  association  with  a  credit  union  is  purely  for  the  purpose  of 
doing  something  in  this  world  to  help  our  fellow  man,  and  it  is  per¬ 
haps  closely  related  to  your  work  as  a  Congressman.  I  am  sure  that 
you  certainly  don’t  get  paid  for  the  effort  that  you  put  into  your 
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duties,  and  the  time  that  you  spend  in  trying  to  make  this  a  little 
better  place  for  us  Americans  to  live  in,  and  to  determine  it  I  think 
would  be  difficult.  I  am  a  member  of  the  Southwest  Adams  County 
Volunteer  Fire  Department,  which  is  a  similar  organization.  Well, 
I  guess  there  are  those  of  us  who  just  seem  to  get  a  great  deal  of  satis¬ 
faction  from  being  in  a  position  where  we  can  do  something  to  help 
our  fellow  Americans,  and  also  our  friends  in  other  countries,  enjoy 
a  little  better  way  of  life. 

Mr.  Miller.  Thank  you. 

Mr.  Austin.  Mr.  Chairman,  I  wonder  if  we  might  ask  Mr.  Cherry 
who  is  paying  for  the  time  that  he  is  putting  in  here  today. 

Mr.  Patman.  We  are  not  asking  him  the  question.  He  may  state 
it  if  he  wishes. 

Mr.  Cherry.  I  am  willing  to  state,  Mr.  Chairman,  I  am  here  on  my 
vacation  time  and  I  have  practically  exhausted  it  on  credit  union 
business  this  early  in  the  year.  I  am  on  annual  leave  from  the  Gov¬ 
ernment. 

Mr.  Patman.  Thank  you,  sir. 

You  may  call  your  next  witness. 

Mr.  Stone.  Mr.  Chairman,  may  I  add  that  it  is  my  understanding 
that  Mr.  Johnson’s  amendment,  as  it  relates  to  those  who  leave  the 
sphere  of  operation,  was  only  applicable  to  the  question  of  space  that 
we  were  talking  about  at  the  time. 

Mr.  Johnson.  It  was  suggested  to  me  by  that  provision,  which 
seemed  to  be  unduly  restrictive,  especially  m  view  of  the  statistics 
Mr.  Cherry  has  just  given  us.  It  seems  to  me  that,  the  95  percent  rule, 
if  it  were  to  count  only  present  employees  and  retired  persons,  would 
obviously  put  them  in  a  very  embarassing  position.  I  think  the  in¬ 
tent  of  your  amendment  would  be  better  served  by  counting  the  status 
of  the  members  when  they  were  admitted. 

Mr.  Stone.  Yes,  sir,  and  I  wanted  to  make  clear  that  the  matter  of 
95  percent  applies  only  to  the  question  of  space  in  field  buildings. 

And  Mr.  Chairman,  could  we  recall  Mr.  Nation  to  answer  the  ques¬ 
tion  that  Mr.  Miller  asked. 

Mr.  Miller.  I  would  like  to  hear  his  answer. 

Mr.  Stone.  All  right,  Mr.  Nation. 

Mr.  Nation.  In  my  case,  I  might  say  that  I  was  merely  a  factory 
worker.  However,  when  I  left  my  work  in  the  factory,  I  was  making 
about  $5,000  a  year  to  start  on  the  treasurer’s  job  at  $2,750,  and  after 
about  8  months  on  the  treasurer’s  job,  the  company  offered  me  a  job 
with  the  company  at  approximately  $7,500,  and  after  consulting  with 
the  wife,  who  spends  the  money,  and  since  she,  incidentally,  doesn’t 
have  time  to  do  all  of  her  housework  because  she  helps  me  with  the 
bookkeeping  on  the  volunteer  job  at  the  Co-Op  Credit  Union,  she  felt 
I  should  stay  on  credit  union  work  and  as  a  result  I  have  remained 
there.  I  turned  down  the  offer  from  the  company.  Granted,  my 
salary  is  substantially  more  than  $2,750  now.  However,  I  still  would 
be  making  more  with  the  company,  on  the  company  job,  and  although 
the  plant  manager  seemed  to  think  I  was  sort  of  crazy  at  the  time,  he 
has  since  come  back  to  me  and  complimented  me  on  staying  on  the 
job  in  the  credit  union. 
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I  have  heard  the  remark  at  different  times,  that  you  don’t  have  to 
be  crazy  to  want  to  be  a  credit  union  treasurer,  but  it  will  certainly 

help. 

Mr.  Patman.  Mr.  Johnson. 

Mr.  Johnson.  If  I  might  offer  a  purely  professional  comment  here. 
There  are  two  kinds  of  income.  There  is  cash  income  and  psychic 
income.  The  credit  union  apparently  pays  off  more  in  psychic  in¬ 
come  than  in  cash. 

Mr.  Patman.  Well,  we  have  some  mighty  fine  people  engaged  in 
credit  union  work. 

Mr.  Miller.  Mr.  Chairman,  I  wonder  if  we  could  include  in  the 
record  some  diagramatic  representation  of  the  relationship  between 
these  various  levels  of  credit  unions. 

Mr.  Patman.  If  you  desire. 

Mr.  Austin.  We  will  be  happy  to  prepare  it  and  insert  it  in  the 
record. 

Mr.  Patman.  It  may  be  inserted  at  this  point. 

(The  data  requested  above  is  as  follows :) 
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Mr.  Stone.  May  we  have  the  reply  to  Mr.  Miller  from  Mr.  Burdick, 
Mr.  Chairman? 

Mr.  Patman.  Yes,  sir,  Mr.  Stone. 

Mr.  Burdick.  Mr.  Chairman,  and  Congressman  Miller,  I  have 
wondered  myself,  for  the  23  years  I  have  been  in  this  movement,  why 
I  devote  so  much  time  to  it  free  of  charge,  but  if  I  sat  here  today  and 
listed  all  the  organizations  that  I  contribute  a  world  of  time  to,  it 
would  take  the  rest  of  this  man’s  time.  I  would  like  to  say  one  thing; 
I  have  contributed  9  years  to  Little  League  Baseball,  and  23  years 
to  the  credit  union  movement,  and  both  of  them  have  actually  cost 
me  substantial  sums  of  money.  I  spend  all  of  my  vacation  time  in 
one  or  the  other  of  those  activities.  But  it  is  something  that  comes 
down  to  your  heart,  and  you  just  get  enjoyment  out  of  being  able  to 
help  your  fellow  man. 

My  pay  check  comes  from  an  oil  company,  and  they  complain  be¬ 
cause  I  only  work  about  4  bom's  a  day  for  them. 

Mr.  Patman.  Thank  you,  Mr.  Burdick. 

Mr.  Johnson.  Mr.  Chairman,  I  think  it  should  be  noted  that  many 
a  company  has  called  the  credit  union  people  in  to  organize  the  credit 
union,  because  the  credit  union  can  give  kinds  of  service  that  otherwise 
cause  the  personnel  office  a  lot  of  trouble,  and  that  the  credit  union 
actually  turns  out  to  be  a  real  boon  to  the  morale  of  the  company. 
TVould  you  comment  on  that,  Mr.  Austin? 

Mr.  Austin.  Thank  you  very  much,  Congressman  Jolmson.  That 
statement  is  definitely  true.  In  many  instances  it  is  the  company, 
the  parent  organization  itself,  which  gets  in  touch  with  people  in  the 
credit  union  movement  and  says  “Come  over  and  help  us  organize  a 
credit  union,”  which  won’t  belong  to  the  parent  company,  but  will 
belong  to  the  employees  strictly  and  is  turned  over  to  them  by  the 
parent  company. 

But  most  personnel  managers,  most  corporate  management,  feel 
that  the  credit  union  is  a  real  asset  to  the  corporation,  and  in  nearly 
every  instance  where  there  is  a  credit  union,  there  is  an  excellent  rela¬ 
tionship  between  management  and  the  credit  union  for  just  the  things 
that  Congressman  J olnison  mentioned. 

The  management  of  a  corporation  feels  that  this  is  a  way  in  which 
employees  can  help  themselves,  but  very  beneficially  to  corporate  man¬ 
agement.  An  employee  who  isn’t  having  financial  troubles  because 
his  credit  union  helps  him  out  isn’t  also  having  a  lot  of  troubles  with 
his  corporation  or  at  his  bench  or  desk  that  he  would  otherwise  be 
having. 

So  the  corporations  give  of  their  time,  and  of  their  money,  too, 
to  the  credit  union  movement,  for  some  of  the  same  reasons  that  these 
people  have  been  mentioning.  It  is  a  matter  of  satisfaction  to  many 
corporations,  in  that  a  corporation  can  have  a  soulful  satisfaction, 
to  think  that  they  are  actually  helping  their  employees  in  ways  over 
and  above  any  possibility  of  a  pay  check.  It  is  helping  them  help 
themselves,  in  a  credit  union  way,  to  find  a  little  more  financial  se¬ 
curity  which  gives  them  a  little  more  personal  security  as  the  Con¬ 
gressman  mentioned.  Thank  you. 

Mr.  Patman.  Thank  you,  sir. 
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Mr.  Bonderefsky.  Mr.  Chairman,  members  of  the  committee,  you 
have  heard  it  stated  here  that  it  helps  maybe  to  be  a  little  bit  crazy 
to  be  in  this  movement.  I  am  with  the  New  York  Central  ana  started 
as  a  fileclerk  38  years  ago.  I  believe  I  was  on  the  job  about  6  months 
when  someone  passed  the  hat  around  because  of  a  death  and  asked  if 
I  wouldn’t  contribute  a  quarter  toward  flowers.  I  very  graciously 
ghve  my  quarter.  About  a  month  later,  the  same  collector  came 
arOtlnd,  and  when  he  stated  the  cause,  I  looked  at  him,  with  my  hand 
in  my  pocket,  and  I  guess  he  thought  to  himself,  “You  don’t  have  to 
give  if  you  don’t  want  to,”  and  I  suggested  I  would  be  happy  to  give 
the  quarter  but  I  wanted  him  to  answer  one  question.  “Do  you  ever 
do  anything  for  anybody  before  they  die?”  I  then  started  a  little 
fund  that  I  called  a  sick  and  flower  fund  and  I  exacted  at  least  5  cents 
a  payday  twice  a  month  from  the  employees  in  the  area,  and  we  had 
this  fund  where  we  could  buy  these  flowers,  purchase  a  little  gift  for 
an  individual  whose  wife  went  to  the  hospital  or  had  a  baby,  where 
we  might  have  $5  or  $10  to  lend  a  man  from  payday  to  payday,  until 
one  of  our  people  read  an  article  about  credit  unions  on  his  way  to 
work.  They  talked  about  this,  and  said,  “If  this  is  half  as  good  as 
it  sounds  we  would  like  to  get  Lou  to  look  into  this.”  It  has  been  the 
happiest  time  of  my  life  in  my  nearly  24  years  of  association,  I  have 
met  the  finest  people,  people  that  are  really  devoted,  people  that 
want  to  help  their  fellow  man,  and  I  can  only  say  that  it  has  been  a 
real  privilege  for  me. 

By  the  way,  I  am  here  at  loss  of  pay.  My  company  docks  me  a 
day’s  pay  to  come  here.  And  I  am  very,  very  happy  to  be  able  to 
contribute  it. 

Mr.  Patman.  If  I  understand  correctly,  there  is  only  one  paid  offi¬ 
cer  in  each  credit  union,  is  that  right  ? 

Mr.  Bonderefsky.  That  is  correct,  the  only  one  you  can  pay  is  the 
treasurer. 

Mr.  Patman.  All  the  rest  of  them  serve  free  ?„ 

Mr.  Bonderefsky.  Volunteers. 

Mr.  Patman.  And  give  all  this  free  time  and  even  lose  money.  It 
is  a  wonderful  service,  and  I  am  proud  of  every  one  of  you.  Are 
there  any  other  questions,  gentlemen  ? 

Mr.  Johnson.  I  would  like  to  thank  you  for  the  very  fine  state¬ 
ment,  I  think  this  epitomizes  the  situation  in.  almost  every  credit  union 
in  the  country. 

Mr.  Bonderefsky.  Thank  you,  very  much. 

Mr.  Patman.  Thank  you. 

Mr.  Austin.  This  points  up  the  one  thing  we  mentioned  a  moment 
ago,  asking  in  the  law  that  it  state  that  only  one  person  can  be  paid. 

Mr.  Patman.  Yes,  sir,  it  makes  it  the  law  rather  than  regulation. 

Mr.  Austin.  That  is  Tight.  The  income  that  one  man  can  be  paid 
is  interesting  in  that  there  are  so  many  in  each  credit  union  that  give 
so  freely  of  their  time.  Undoubtedly  you  Congressmen  have  given 
of  your  time  to  credit  unions.  I  know  that  Congressman  Johnson 
has  served  on  these  boards  and  committees  where  he  has  been  acting 
but  it  is  a  basic  precept  of  the  credit  union,  that  a  person  who  gives 
his  whole  time  must  be  compensated  so  he  can  live  but  it  is  a  basic 
principle  that  others  who  contribute  part  of  their  time  must  do  so 
for  the  satisfaction  they  get  out  of  helping  their  fellow  man  and  we 
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think  it  would  be  to  the  detriment  of  the  movement  if  there  should 
be  other  paid  personnel  in  the  officer  group. 

Mr.  Johnson.  Thank  you. 

Mr.  Patman.  Call  your  next  witness,  please. 

Mr.  Stone.  James  J.  Girvan,  Director  of  the  Credit  Union  Na¬ 
tional  Association  from  Pennsylvania. 

STATEMENT  OE  JAMES  J.  GIRVAN,  NATIONAL  DIRECTOR  OE  CUNA, 

FROM  PENNSYLVANIA 

Mr.  Girvan.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  James  J.  Girvan,  and  I  should  like  to  point  out  to  you,  or 
refer  to  the  opening  remarks  of  the  chairman,  when  he  stated  that 
Mr.  Stone  was  the  newly  elected  president  of  the  Credit  Union  Na¬ 
tional  Association.  What  he  failed  to  state  or  perhaps  didn’t  know 
is  that  I  am  the  loyal  opposition  to  Mr.  Stone.  Because  I  was  not 
elected. 

Air.  Patman.  That  is  evidence  of  fine  cooperation  among  credit 
union  members. 

Mr.  Girvan.  Our  presence  here,  of  course,  indicates  our  unity  in 
the  proposals  presently  before  us.  Mr.  Stone  and  I  may  disagree 
on  some  matters.  We  most  assuredly  agree  fully  on  these  recom¬ 
mendations. 

Mr.  Patman.  A  fine  recommendation  for  the  dedicated  type  of 
service  that  you  are  all  engaged  in. 

Air.  Stone.  Thank  you. 

Mr.  Girvan.  I  should  also  like  to  point  out- — I  know  Mr.  Stone 
hasn’t  done  it  and  probably  won’t  do  it.  By  profession  he  is  an  at¬ 
torney,  his  office  is  closed  today  while  he  is  here,  and  of  course  that 
indicates  again  the  dedication  of  this  man,  my  opponent,  to  the  credit 
union  movement.  And  I  think  it  is  remarkable  that  he  should  do 
something  like  this  and  make  such  a  contribution.  It  is  outstanding. 

Mr.  Patman.  We  think  so,  too,  sir. 

Mr.  Girvan.  Personally,  I  am  an  employee  of  the  Railway  Express 
Agency.  I  have  been  on  leave  of  absence  from  that  company  for  ap¬ 
proximately  12  years  to  manage  the  Railway  Express  Credit  Union. 

In  the  Philadelphia  area  I  am  considered  somewhat  of  a  trouble¬ 
shooter,  and  as  I  will  state  further,  I  am  treasurer  of  another  credit 
union  at  the  present  time,  merely  because  of  the  fact  that  I  do  these 
jobs  and  have  been  doing  them  for  some  20  years  around  town.  There 
is  no  compensation  with  this,  or  the  fact  that  for  12  years  I  have  been 
the  president  and  director,  educational  director  of  the  Philadelphia 
chapter  of  credit  unions. 

In  that  period  of  time  I  have  organized  approximately  65  of  these 
associations  in  the  Philadelphia  area.  We  are  not  compensated  for 
that.  It  is  a  pleasure  to  do  it,  and  I  know  that  if  compensation  were 
available,  I  am  pretty  sure  our  conscience  would  annoy  us  and  we 
wouldn’t  take  it. 

I  am  a  director  of  the  Credit  Union  National  Association  from  Penn¬ 
sylvania,  and  treasurer  of  two  Federal  credit  unions  in  Philadelphia. 
One  of  these  credit  unions  serves  members  of  the  Catholic  Knights  of 
Columbus ;  the  other  serves  employees  of  the  Railway  Express  Agency. 

I  also  am  president  of  the  Pennsylvania  Credit  Union  League  (also 
an  unsalaried  position) .  As  such,  I  represent  approximately  600,000 
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persons  who  hold  membership  in  Pennsylvania’s  1,100  credit  unions. 
More  than  1,000  of  these  credit  unions,  numbering  more  than  500,000 
members,  are  federally  chartered.  On  their  behalf  I  urge  your  sup¬ 
port  of  the  proposed  recodification  of  the  Federal  Credit  Union  Act, 
or  the  bills  containing  specific  amendments  to  the  act,  all  of  which 
include  almost  identical  desirable  changes. 

Our  Federal  credit  unions  have  enjoyed  the  happy  privilege  of  serv¬ 
ing  their  members  with  thrift  service  and  low-cost  credit  for  provident 
and  productive  purposes  since  1934,  when  the  act  was  originally  ap¬ 
proved. 

The  experiences  of  credit  unions  and  the  changes  which  have  oc¬ 
curred  in  our  economy  since  that  time  have  given  to  the  leaders  of  the 
individual  credit  unions,  the  State  credit  union  league  and  our  na¬ 
tional  association  many  opportunities  to  study  needed  and  desirable 
changes  in  the  existing  law. 

These  studies  were  essential  in  order  that  the  almost  10,000  Federal 
credit  unions  now  operating  could  serve  the  thrift  and  credit  needs  of 
their  membership  most  effectively  under  constantly  changing  condi¬ 
tions. 

I  would  like  to  use  this  privilege  of  appearing  before  you  to  bring 
to  your  attention  particularly  the  desirability  and  necessity  of  the  pro¬ 
posed  change  to  provide  for  Federal  central  credit  unions. 

Such  Federal  central  credit  unions  would  include  within  their  mem¬ 
bership  both  Federal  credit  unions  and  credit  unions  organized  under 
the  law  of  any  State,  the  District  of  Columbia,  the  several  Territories 
and  possessions,  the  Canal  Zone,  the  Commonwealth  of  Puerto  Rico, 
and  members  of  credit  unions  who  are  directors  and  committeemen  of 
credit  unions  within  a  well-defined  geographical  area. 

At  the  present  time  there  are  in  operation  Federal  credit  unions 
whose  membership  is  restricted  to  directors  and  credit  and  supervisory 
committee  members  of  both  Federal  and  State  credit  unions  and  are 
commonly  known  as  officer  credit  unions.  These  credit  unions  are  re¬ 
stricted  to  operational  areas  within  a  State  or  a  portion  of  a  State. 

Their  share  capital  can  be  obtained  only  from  these  eligible  direc¬ 
tors  and  committee  members,  who  are  restricted  as  to  loans  in  their 
own  credit  unions  where  they  hold  office  to  an  amount  equal  to  their 
own  shares. 

Although  these  officer  credit  unions  endeavor  to  serve  the  credit 
needs  of  their  membership,  the  funds  available  for  this  purpose  are 
limited  since  the  directors  and  committeemen  that  make  up  the  mem¬ 
bership  prefer  to  purchase  shares  in  their  own  primary  credit  union. 
Therefore,  these  officer  credit  unions  have  a  very  limited  ability  to 
serve  their  credit  function.  An  additional  source  of  funds  is  essential 
in  order  to  remove  a  currently  existing  serious  obstacle  to  the  recruit¬ 
ment  of  the  best  qualified  individuals  to  serve  as  credit  union  officials, 
due  to  loan  restrictions  on  their  own  credit  unions.  This  need  can  best 
be  answered  by  the  proposed  Federal  central  credit  unions. 

The  Federal  central  credit  union  can  also  serve  as  a  very  effective 
medium  for  satisfying  the  credit  needs  of  the  individual  credit  unions. 
Federal  credit  unions  have  the  privilege  in  the  present  law  of  borrow¬ 
ing  up  to  50  percent  of  their  unimpaired  capital  and  surplus.  This 
provision  is  designed  to  enable  them  to  borrow  to  meet  the  loan  demand 
of  their  own  members  when  the  accumulation  of  shares  is  less  than 
their  credit  needs.  In  some  credit  unions  this  is  a  constantly  recur- 
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ring  situation.  However,  in  attempting  to  borrow  for  this  purpose, 
many  credit  unions  experience  a  serious  problem  due  to  the  reluctance 
of  other  financial  institutions  to  make  loans  to  credit  unions  and  the 
difficulty,  delay,  and  restrictions  applicable  to  such  loans  when  made 
by  such  institutions. 

As  a  result,  credit  unions  desiring  to  use  their  borrowing  privileges 
must  often  seek  loans  from  other  credit  unions.  In  so  doing  they  fre¬ 
quently  encounter  the  experience  of  being  forced  to  make  a  number  of 
loans  in  small  amounts  from  several  credit  unions. 

I  should  like  to  point  out  at  this  time  that  in  the  Philadelphia  area 
we  have  234  credit  unions.  When  we  desire  to  borrow  from  any 
one  of  them,  it  may  be  necessary  to  make  25  to  30  telephone  calls  before 
we  find  a  credit  union  with  funds  available  for  loans.  The  enact¬ 
ment  of  this  change  would  eliminate  that  deplorable  condition — most 
disturbing,  at  least,  condition. 

This  is  caused  by  the  fact  that  credit  unions  with  funds  in  excess 
of  their  own  member  needs  find  it  a  desirable  and  provident  business 
procedure  to  invest  their  funds  in  U.S.  Government  bonds  and  obliga¬ 
tions  and  in  other  insured  savings  and  loan  institutions.  In  this 
manner  they  obtain  some  return  on  extra  funds  while  retaining  a 
reasonable  amount  of  cash  on  hand  to  meet  their  own  needs. 

To  redeem  these  investments  in  order  to  assist  another  credit  union 
with  a  loan  could  result  in  a  reduction  in  cash  value  in  some  instances 
and  a  loss  of  dividend  or  interest  earnings  in  others.  Therefore,  the 
funds  of  other  credit  unions  are  not  readily  available  for  loans  to 
other  credit  unions. 

A  large  number  of  these  credit  unions  would  be  willing  to  place  a 
certain  amount  of  their  funds  in  the  proposed  Federal  central  credit 
union  as  an  investment  in  shares  of  the  central  on  which  they  would 
receive  a  reasonable  dividend  return.  Their  participation  would  be 
motivated  by  their  desire  to  help  other  credit  unions  obtain  loans 
through  the  central  when  such  loans  are  not  readily  available  else¬ 
where. 

There  are  currently  in  existence  State  central  credit  unions  within 
some  States  which  operate  under  State  law.  The  proposed  revision 
of  the  Federal  Credit  Union  Act  would  permit  Federal  credit  unions 
to  avail  themselves  of  the  share  and  loan  facilities  of  such  currently 
operating  State  central  credit  unions  and  also  provide  for  establish¬ 
ment  of  Federal  central  credit  unions  to  serve  in  the  same  manner  in 
areas  where  State  central  credit  unions  are  not  permissible  under 
existing  laws. 

The  State  central  credit  unions  currently  functioning  have  more 
than  justified  their  existence  in  terms  of  achievement.  There  appears 
to  be  no  theoretical  or  practical  justification  for  not  authorizing  the 
establishment  of  Federal  central  credit  unions  where  needed  in  order 
that  Federal  credit  unions  may  also  benefit  from  this  mode  of  op¬ 
eration. 

To  simi  up,  the  function  of  Federal  central  credit  unions  would 
be  to  accept  credit  union  surplus  funds  for  the  purpose  of  making 
loans  to  credit  unions  and  to  officials  of  credit  unions  in  need  of 
credit. 

The  proposed  Federal  central  credit  unions  would  provide  for  a  co¬ 
operative  structure  which  has  a  very  much  needed  and  proper  posi¬ 
tion  in  the  true  mutual  purpose  of  credit  unions. 
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The  proposed  Federal  central  credit  unions  could  be  established 
only  by  authorization  of  the  supervising  agency  and  would  function 
within  a  well-defined  geographical  area. 

The  proposed  Federal  central  credit  unions  would  provide  a  me¬ 
dium  for  the  mutual  use  of  funds  in  the  interest  of  the  members  of 
many  credit  unions,  and  eliminate  existing  handicaps  created  by 
conditions  not  within  the  control  of  the  credit  unions. 

Your  favorable  acceptance  of  this  portion  of  the  proposed  legisla¬ 
tion  and  all  other  amendments  before  you  is  merited.  Your  ap¬ 
proval  is  earnestly  solicited. 

Your  courtesy  to  me,  in  extending  the  privilege  of  presenting  these 
views,  is  sincerely  appreciated. 

Mr.  Patman.  Are  there  any  questions,  gentlemen?  If  not,  thank 
you  very  much. 

Mr.  Johnson.  Just  for  the  record,  there  are  presently  no  arrange¬ 
ments  by  which  a  Federal  central  credit  union  can  be  created  ? 

Mr.  Girvan.  That  is  correct. 

Mr.  Johnson.  And  this  would  merely  make  available  under  the 
Federal  law  the  powers  now  available  in  many  States  under  State 
laws? 

Mr.  Girvan.  Yes,  sir. 

Mr.  Patman.  That  is  a  good  way  of  putting  it. 

Mr.  Girvan.  I  might  state,  too,  that  I  am  appearing  before  you  at 
my  own  expense  today. 

Mr.  Patman.  Thank  you  kindly. 

Call  your  next  witness. 

Mr.  Stone.  Thomas  J.  Corbett,  director  from  New  Jersey. 

STATEMENT  OF  THOMAS  J.  CORBETT,  NATIONAL  DIRECTOR  OF 
CUNA,  FROM  NEW  JERSEY 

Mr.  Corbett.  My  name  is  Thomas  J.  Corbett.  I  am  a  director  of 
the  Credit  Union  National  Association  from  New  Jersey  and  I  am 
also  vice  president  of  the  New  Jersey  Credit  Union  League.  We 
serve  more  than  500  credit  unions,  with  more  than  250,000  members. 
About  440  of  these  credit  unions,  with  approximately  233,000  mem¬ 
bers,  are  federally  chartered  credit  unions. 

And  if  I  may  at  the  outset  I  will  speak  about  the  few  qualifications 
I  have  for  being  up  here  and  working  with  credit  union  people.  I 
have  been  in  this  work  for  10  years,  and  I  have  met,  as  these  other 
gentlemen  have  so  ably  testified  before  me,  some  of  the  finest  people 
in  the  world,  and  we  can  use  that  very  favorably  now.  At  our  last 
national  convention  we  met  people  from  as  far  away  as  the  Fiji  Is¬ 
lands.  I  met  for  the  first  time  a  gentleman  from  the  Fiji  Islands,  a 
man  who  spoke  perfect  English  and  conducted  himself  very,  very  well 
at  our  national  meeting.  I  have  also  met  Hawaiians,  people  from 
Puerto  Rico,  British  Honduras  and  various  other  faraway  places. 
Of  course,  we  have  faraway  places  in  our  own  country.  If  you  are 
from  the  State  of  Washington  and  somebody  else  is  from  Florida  you 
are  a  long  way  off.  Yet  the  bond  of  credit  union  manages  to  bring 
all  these  fine  people  together  and  we  do  have  an  exchange  of  ideas 
and  if  it  wasn’t  for  the  opportunity  credit  union  has  afforded  me  in 
getting  around  and  meeting  these  people  I  would  never  know  there 
were  so  many  fine  people  in  this  country  of  ours. 
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The  bills  before  you  include  all  of  the  major  substantive  changes 
requested  by  CUNA.  If  we  are  to  keep  abreast  of  the  economic  con¬ 
ditions  of  our  present-day  world,  it  is  imperative  that  we  be  realistic 
and  bring  the  act  up  to  date  and  in  keeping  with  current  standards. 
I  would  therefore  like  to  register  firm  support  of  these  bills  and 
solicit  your  favorable  action  on  them. 

I  would  like  to  call  your  attention  particularly  to  the  proposed 
amendment  to  increase  the  loan  maturity  limit  from  3  to  5  years.  This 
would  allow  Federal  credit  unions  necessary  flexibility  in  meeting  the 
demands  of  their  members  for  various  types  of  loans. 

In  1934  a  2-year  maturity  limit  was  considered  to  be  sufficiently  long 
for  a  person  borrowing  money  for  personal  reasons.  In  1949,  because 
of  changing  conditions,  Congress  saw  fit  to  increase  this  limit  to  3 
years.  Today,  however,  because  of  the  reduced  value  of  our  dollar,  it 
takes  more  of  them  to  do  anything  worthwhile.  As  a  result,  the 
amount  of  the  average  loan  needed  has  increased  appreciably. 

For  example,  in  1934  I  bought  a  brandnew  Ford  four-door  sedan 
with  a  radio  and  heater  for  $744.  Today  that  is  just  about  the  down 
payment  on  a  new  Ford,  if  you  were  to  put  one-third  down  and  carry 
the  balance  as  a  car  loan  with  a  financial  institution.  An  increase  in 
the  maturity  limit  to  5  years  would  merely  bring  the  Federal  Credit 
Union  Act  into  accord  with  current  loan  requirements. 

I  did  not  mention  in  the  beginning  that  I  am  captain  of  a  fire  de¬ 
partment  in  Jersey  City — and  I  had  better — or  my  following  remarks 
would  have  you  mixed  up. 

Many  of  our  firemen  own  homes  having  mortgages,  and  from  time 
to  time  they  consult  with  me  for  a  home  improvement  loan.  A  fireman 
has  a  civil  service  job  and  is  generally  considered  a  good  credit  risk. 
However,  due  to  his  limited  income,  he  must  think  twice  before  com¬ 
mitting  himself  to  a  home  improvement  loan,  because  he  will  be  tying 
up  too  many  of  his  hard-earned  dollars  in  repaying  the  loan  within 
3  years. 

To  illustrate,  if  one  of  our  firemen  borrowed  $1,000  today  at  1  per¬ 
cent  per  month  on  the  unpaid  balance  for  3  years,  his  repayment  sched¬ 
ule  would  be  $33.21  per  month  for  the  3-year  period.  If  the  law  were 
changed  to  provide  for  a  5-year  maturity,  the  same  fireman  could  bor¬ 
row  the  $1,000  for  $22.24  per  month,  which  would  leave  an  additional 
$10.97  per  month  for  application  toward  other  necessary  living  ex¬ 
penses.  To  carry  this  a  step  further,  instead  of  borrowing  $1,000  for  3 
years  at  $33.21,  which  may  be  inadequate  for  certain  purposes  in  to¬ 
day’s  economy,  the  fireman  could  borrow  $1,500  for  5  years  and  pay 
$33.36  per  month,  a  15-cent  monthly  increase,  which  would  give  the 
fireman  an  additional  $500  for  necessary  home  improvements.  This 
would  allow  the  fireman  to  effect  essential  repairs  and  modernization 
of  the  home  in  which  his  family  lives  without  unduly  straining  his 
limited  income. 

And  if  I  may  just  digress  for  a  moment  I  would  like  to  say  that  I  am 
vitally  interested  in  furthering  people’s  education,  and  I  have  made  a 
nuisance  of  myself  back  home  in  trying  to  find  out  where  I  could  help 
these  firemen  who  are  of  limited  income,  get  their  young  men  and 
women  scholarships  for  colleges.  Because  of  the  fact  that  a  fellow 

fets  about  $5,600  a  year  in  today’s  economy,  he  can’t  very  well  take 
1,500  out  of  it  to  set  aside  for  college  requirements.  As  a  result,  they 
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come  to  me  and  they  are  more  or  less  heartbroken  when  they  find  we 
can  only  allow  them  3  years  to  pay  back  the  $1,500. 

I  have  made  very  many  inquiries  and  I  found  out  that  there  are 
excellent  scholarship  funds  available.  For  instance,  one  of  the  best, 
I  think,  is  Navy  KOTC  program,  and  I  am  very  happy  to  say  that 
because  I  was  curious  I  have  one  boy  who  did  pass  that,  and  was 
awarded  a  scholarship  to  the  University  of  Detroit,  which  is  one  of 
the  qualifying  colleges  under  that  particular  program. 

We  also  have  another  scholarship  fund  in  the  State  of  New  Jersey, 
called  the  Andy  Greer  Foundation,  and  because  I  was  curious  again 
I  am  very  happy  to  say  that  we  have  one  person  going  through  Stevens 
Institute,  a  very  fine  engineering  institute  in  Hoboken,  and  we  have 
another  young  man  studying  for  his  masters  degree  at  the  University 
of  California.  I  think  very  strongly  that  if  we  could  get  this  5-year 
maturity  limit  we  could  very  ably  help  our  people  to  send  their  chil¬ 
dren  to  college  in  far  better  fashion  than  they  are  able  to  do  at  the 
present  time. 

I  would  like  to  close  by  urging  you  gentlemen  to  act  favorably  upon 
the  amendment  to  increase  the  loan  maturity  limit  from  3  to  5  years 
and  upon  the  entire  revision  of  the  Federal  Credit  Union  Act  before 
you. 

Thank  you  for  your  courtesy  in  allowing  me  to  present  this  statement 
to  you. 

Mr.  Patman.  Thank  you  very  kindly,  sir. 

You  may  call  your  next  witness,  Mr.  Stone. 

Mr.  Stone.  Harry  M.  Woodman,  director  from  Michigan. 

Mr.  Patman.  All  right,  Mr.  Woodman,  we  are  very  glad  to  have 
you.  You  may  identify  yourself  and  proceed. 

Mr.  Woodman.  Just  for  the  matter  of  the  record,  sir,  there  is  a 
change  in  the  middle  initial.  It  is  Harry  J.  Woodman. 

Mr.  Patman.  Thank  you,  sir.  Before  you  get  through  I  wish  you 
would  tell  the  committee  what  the  credit  unions  are  doing  in  Mich¬ 
igan  toward  making  funds  available  to  State  employees  who  are  hot 
being  paid. 

Mr.  Woodman.  I  will  be  very  happy  to,  sir. 

STATEMENT  OE  HARRY  J.  WOODMAN,  NATIONAL  DIRECTOR  OF 

CUNA,  FROM  MICHIGAN 

Mr.  Woodman.  I  am  a  director  of  the  Credit  Union  National  Asso¬ 
ciation  from  Michigan  and  also  one  of  the  paid  officers  of  the  credit 
union  movement  and  treasurer-manager  of  the  GMTC  Employees 
Federal  Credit  Union.  We  serve  the  employees  of  GMC  Truck  and 
Coach  Division,  General  Motors  Corp. 

I  have  also  been  a  member  of  the  board  of  the  Michigan  Credit  Union 
League,  the  State  association  serving  1,100  credit  unions  in  Michigan 
with  approximately  850,000  members.  Approximately  450  of  these 
credit  unions,  with  about  400,000  members,  are  federally  chartered. 

All  of  the  changes  in  the  bills  before  you  have  my  wholehearted 
support  and  endorsement,  and  I  would  like  to  urge  your  favorable 
action  upon  them. 

We  in  Michigan,  while  interested  in  the  passage  of  all  of  the  changes 
proposed,  are  especially  interested  in  those  provisions  which  would 
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authorize  establishment  of  Federal  central  credit  unions.  As  you 
may  know,  the  last  few  years  in  Michigan  have  seen  industrial  up¬ 
heavals  and  the  dislocation  of  many  plants  and  workers.  Starting 
with  the  Ivaiser-Fraser  plant  as  early  as  1953,  through  the  closing  of 
the  Hudson  Motor  Car  plants,  the  Packard  Corp.  and  at  least  40 
others,  Michigan  credit  unions  have  had  to  face  the  need  for  liquidity 
at  a  time  when  the  common  bond  of  membership  of  the  credit  union 
was  being  dissolved. 

Normally  in  Michigan,  whenever  credit  unions  have  surplus  funds 
available  for  investment  or  need  funds  to  meet  immediate  loan  de¬ 
mands,  they  will  contact  the  Michigan  Credit  Union  League.  League 
personnel  will  bring  these  credit  unions  together,  arranging  for  the 
interchange  of  proper  resolutions,  loan  papers,  financial  statements 
and  audit  reports.  However,  Michigan  is  a  big  State  and  when  funds 
are  interchanged  this  way,  this  process  is  not  as  efficient  as  it  might  be. 

When  done  on  short  notice — under  great  pressure — the  strain  is 
considerable.  In  the  Kaiser-Fraser  case  there  was  only  approxi¬ 
mately  3  weeks  between  the  announcement  of  the  plant  closing  and 
the  actual  closing.  This  required  rapid  improvisation.  We  could 
have  done  a  much  better  job  with  appropriate  machinery  and  trained 
personnel  ready  and  able  to  meet  these  needs,  which  were  not  small. 
There  were  two  credit  unions  in  the  Hudson  Motor  Car  Co.,  each  of 
which  had  assets  exceeding  $1  million. 

The  strengthening  of  individual  Federal  credit  unions  in  times  of 
stress  as  described  above,  and  in  their  normal  everyday  operations, 
helps  to  stabilize  the  entire  credit  union  movement,  both  State  and 
Federal.  As  in  other  financial  institutions,  the  principal  danger  to 
stability  arises  when  there  is  a  lack  of  liquidity  or  inability  to  meet 
members’  demands  for  cash.  The  ability  of  the  credit  union  to  meet 
any  circumstance  would  be  greatly  strengthened  by  well-functioning 
Federal  central  credit  unions. 

Credit  unions  are  an  important  factor  in  providing  consumer  credit 
in  our  economy.  Estimates  of  the  future  funds  needed  to  meet  con¬ 
sumer  credit  demands  made  it  clear  that  at  the  present  rate  of  member 
savings,  Federal  credit  unions  will  find  it  impossible  to  provide  all 
the  credit  requested  of  them  without  more  efficient  allocation  of  their 
resources.  We  can  do  a  better  job  for  our  members  and  be  of  more 
value  to  the  entire  economy  if  we  are  permitted  to  provide  funds  most 
efficiently  at  the  point  of  need.  This  can  be  facilitated  through  Fed¬ 
eral  central  credit  unions,  which  would  act  as  a  source  of  additional 
funds  and  an  investment  medium  for  the  credit  union  structure  within 
a  particular  geographical  area. 

Therefore,  Mr.  Chairman,  we  support  the  provisions  in  the  bills 
which  provide  for  Federal  central  credit  unions  for  the  two  major 
reasons  discussed  below : 

1.  To  help  us  meet  difficult  situations  created  by  conditions  be¬ 
yond  the  control  of  the  Federal  credit  unions ;  and 

2.  To  help  Federal  credit  unions  provide  better  consumer  credit 
in  the  period  of  growth  to  come. 

Mr.  Patman.  Thank  you,  sir. 

Now,  if  you  will,  tell  us  about  the  situation  in  Michigan  concerning 
these  State  employees  who  are  not  being  paid  and  how  the  credit 
unions  are  aiding  these  people. 
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Mr.  Woodman.  Since  this  report  was  prepared  and  submitted  to 
this  committee  we  have  had  a  very  dramatic  situation  arise  in  Michi¬ 
gan  that  I  think  most  of  you  are  familiar  with  through  the  medium  of 
the  newspapers. 

We  have  a  serious  situation  in  our  treasury  in  the  State  of  Michigan. 
May  7  was  the  normal  semimonthly  pay  day  of  the  State  employees 
of  the  State  of  Michigan.  These  employees  were  not  paid.  The 
funds  were  not  available. 

We  have  quite  a  few  State  employee  credit  unions  within  the  State 
of  Michigan.  So  far,  the  volunteers  in  the  credit  union  movement 
have  come  forward,  gone  to  their  credit  unions,  and  made  at  least 
a  million  dollars  available,  from  other  credit  unions,  for  loan  to  the 
State  employee  credit  unions,  at  no  interest,  and  they  in  turn  are  loan¬ 
ing  the  funds  to  the  State  employees  to  help  them  through  their  pay¬ 
less  paydays,  with  no  cost  to  the  individual  employees  of  the  State. 

I  think  this  is  a  tremendous  thing,  and  I  think  you  can  realize  how 
much  better  we  could  do  it  if  we  had  a  Federal  central  credit  union 
to  handle  this  situation. 

Mr.  Patman.  Thank  you  very  much,  sir. 

Mr.  Woodman.  Thank  you,  Mr.  Chairman. 

Mr.  Patman.  Mr.  Stone,  I  believe  you  said  the  next  witness  was  not 
here. 

Mr.  Stone.  That  is  right. 

Mr.  Patman.  Would  you  like  to  file  his  statement? 

Mr.  Stone.  That  is  right. 

Mr.  Patman.  You  may  do  so. 

Mr.  Stone.  Thank  you. 

It  is  the  statement  of  Mr.  Perne  R.  Hutchinson,  director  of  Credit 
Union  National  Association,  Inc.,  from  New  Hampshire. 

He  is  also  a  director  of  the  New  Hampshire  State  Employees  Fed¬ 
eral  Credit  Union  and  managing  director  of  the  New  Hampshire 
Credit  Union  League,  which  serves  approximately  50  credit  unions, 
with  about  25,000  members. 

Ten  of  these  credit  unions,  with  about  18,000  members,  are  federally  char¬ 
tered. 

The  bills  before  you  incorporate  the  changes  needed  by  Federal  credit  unions 
if  they  are  to  continue  to  provide  thrift  and  credit  service  to  their  members 
second  to  none,  and  I  earnestly  solicit  favorable  action  upon  them  by  this  Com¬ 
mittee. 

There  is  particular  interest  on  the  part  of  my  own  credit  union,  and  a  number 
of  others  within  the  State,  in  the  proposal  to  increase  the  loan  maturity  limit 
from  3  to  5  years.  This  would  allow  our  credit  unions  to  serve  the  credit  needs 
of  their  membership  more  effectively  and  in  accordance  with  present-day  con¬ 
sumer  spending  and  repayment  habits. 

I  urge  approval  of  this  and  all  other  amendments  in  the  credit  union  bills. 

Now,  Mr.  Chairman,  may  I  take  this  opportunity  of  expressing  my 
personal  appreciation  and  the  sentiments  of  the  entire  credit  union 
movement  for  the  courteous  treatment  you  have  accorded  us,  and  the 
generous  amount  of  time  that  you  have  allotted  to  us. 

I  hope  that  the  Chair  will  give  us  the  opportunity,  should  it  become 
necessary,  to  submit  further  evidence,  or  recall  some  of  these  witnesses 
later  during  the  course  of  the  week. 

Mr.  Patman.  Thank  you,  sir. 

Now,  you  will  be  available  here,  along  with  Mr.  Austin,  while  the 
hearings  are  going  on  ? 
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Mr.  Stone.  Yes,  sir,  Mr.  Chairman. 

Mr.  Patman.  You  have  presented  the  testimony  you  would  like  to 
present  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Patman.  We  will  have  additional  testimony  tomorrow  and  the 
next  day,  and  if  something  comes  up  that  we  want  you  gentlemen  to 
be  heard  on,  we  will  take  the  liberty  of  asking  for  you.  If  you  know 
of  something  that  you  would  like  to  be  heard  on  that  comes  up,  feel 
perfectly  free  to  confer  with  me  or  any  member  of  the  committee. 

Our  committee  is  composed,  in  addition  to  myself,  of  Mr.  Reuss  of 
Wisconsin,  Mr.  Vanik  of  Ohio,  Mr.  Burke  of  Massachusetts,  Mr. 
Miller  of  California,  Mr.  Johnson  of  Colorado,  Mr.  Bass  of  New 
Hampshire,  Mr.  Siler  of  Kentucky,  and  Mr.  Milliken  of  Pennsylvania. 

So  we  will  expect  to  call  on  you  gentlemen,  if  something  comes  up 
that  we  feel  you  should  answer. 

As  I  said,  I  shall  be  very  glad,  if  any  one  of  you  who  knows  the 
credit  union  situation,  knows  of  anything  that  should  be  brought  to 
the  attention  of  the  committee,  you  can  do  it  by  conferring  with  me 
or  any  member  of  the  subcommittee. 

Thank  you  kindly. 

That  will  be  all  at  this  time. 

Now,  you  have  some  other  papers  here  that  I  imagine  you  would 
like  to  present.  One  of  them  is  the  Federal  Credit  Union  Act,  Sum¬ 
mary  of  Changes  Proposed,  which  are  numbered.  I  assume  you 
would  like  to  put  that  in  the  record,  would  you  not  ? 

Mr.  Stone.  Yes,  sir,  I  would,  Mr.  Chairman. 

Mr.  Patman.  That  may  be  inserted. 

(The  data  referred  to  above  is  as  follows :) 

Federal  Credit  Union  Act — Summary  of  Changes  Proposed  in  Various  Bills 
Introduced  in  U.S.  Congress  in  1959 

(All  of  these  changes  are  supported  by  the  Credit  Union  National  Association) 

1.  Provides  for  the  chartering  of  Federal  central  credit  unions  with  a  field  of 
membership  of  Federal  and  State  chartered  credit  unions,  and  directors  and 
committee  members  of  such  credit  unions  within  a  well-defined  geographical  area. 

2.  Increase  loan  maturity  limit  from  3  to  5  years. 

3.  Increase  signature  loan  limit  from  $400  to  $1,000. 

4.  Permit  appointment  by  the  credit  committee  of  one  or  more  loan  officers 
to  approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if  the 
excess  is  fully  secured  by  unpledged  shares. 

5.  Permit  loans  to  directors  and  committee  members  up  to  the  amount  of  their 
shareholdings  in  the  credit  union  plus  the  total  unencumbered  and  unpledged 
shareholdings  in  the  credit  union  of  any  member  pledged  as  security  for  the 
obligation  of  such  director  or  committee  member. 

6.  Permit  investment  by  Federal  credit  unions  in  the  shares  of  central  credit 
unions. 

7.  Permit  the  charging  of  a  reasonable  fee  for  the  cashing  or  selling  of  checks. 

8.  Provide  for  appointment  of  the  supervisory  committee  by  the  president, 
one  of  whom  may  be  a  director  other  than  the  treasurer ;  such  appointment 
subject  to  ratification  by  the  board. 

9.  Provide  for  one  or  more  vice  presidents. 

10.  Change  position  called  clerk  to  that  of  secretary. 

11.  Prohibit  compensation  to  any  director,  committee  member,  or  officer  other 
than  the  treasurer  for  services  rendered  as  such. 

12.  Permit  appointment  by  the  board  of  a  membership  chairman  to  act  upon 
applications  for  membership  within  limitations  prescribed  by  the  board. 

13.  Authorize  board  to  compensate  necessary  clerical  and  auditing  assistance 
(requested  by  the  supervisory  committee)  and  loan  officers  (appointed  by  the 
credit  committee). 
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14.  Provide  for  declaration  of  dividends  by  the  board  of  directors. 

15.  Permit  annual  or  semiannual  dividends  as  the  bylaws  of  each  credit  union 
may  provide. 

16.  Provide  for  review  of  an  expulsion  of  a  credit  union  member  (if  requested 
by  such  member)  by  the  Director  of  the  Bureau  of  Federal  Credit  Unions.1 

17.  Permit  dividend  credit  for  a  month  on  shares  which  are  or  become  fully 
paid  up  during  the  first  5  days  of  that  month. 

18.  Permit  allocation  of  space  in  Federal  buildings  to  credit  unions  having  a 
membership  composed  at  least  95  percent  of  persons  who  are  either  presently 
Federal  employees  or  are  retired  employees  and  members  of  their  families. 

19.  Expand  act  to  apply  to  the  several  States,  the  District  of  Columbia,  the 
several  Territories,  and  the  several  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico. 

20.  Include  provision  for  conversion  from  Federal  to  State  charter  and 
vice-  versa. 

21.  Include  Bureau  of  Federal  Credit  Unions  under  provisions  of  Administra¬ 
tive  Procedure  Act. 

22.  Make  robbery  of  a  Federal  credit  union  a  crime  under  Federal  statute. 

23.  Modify  various  sections  of  the  act  for  the  purposes  of  modernization  and 
clarification,  without  making  substantive  changes.1 

Mr.  Patman.  Also  the  following  papers  containing  a  section-by¬ 
section  analysis  of  the  amendments.  I  believed  you  covered  that  in 
your  testimony  with  the  memorandum  attached. 

Mr.  Stone.  Yes,  sir.  I  think  I  did,  but  we  would  like  to  have  this 
included  in  the  record. 

Mr.  Patman.  It  may  be  included. 

The  following  pages  contain  a  section-by-section  analysis  of  changes 
too.  I  think  that  is  pretty  well  covered.  I  don’t  think  it  will  be 
necessary.  However,  we  will  look  it  over  and  see  if  it  is  necessary 
to  put  it  in. 

(The  papers  referred  to  follow :) 

The  following  pages  contain  a  section-by-section  statement  of  the  amendments 
to  the  existing  Federal  Credit  Union  Act  (and  the  Federal  Criminal  Code),  as 
proposed  by  H.R.  5777  and  identical  bills. 

(Section  numbers  indicated  in  the  margin  are  sections  of  H.R.  5777.) 

Changes  in  existing  law  made  by  H.R.  5777  are  shown  as  follows :  Existing 
law  proposed  to  be  omitted  is  enclosed  in  black  brackets,  new  matter  is  itali¬ 
cized,  existing  law  in  which  no  change  is  proposed  is  shown  in  regular  type. 

“definitions 

(12  U.S.C.,  sec.  1752;  F.C.U.  Act,  sec.  2) 

Sec.  (1)  (a).  “EA  Federal  credit  union  is  defined  as  a  cooperative  associa¬ 

tion  organized  in  accordance  with  the  provisions  of  this  chapter 
for  the  purpose  of  promoting  thrift  among  its  members  and  creat¬ 
ing  a  source  of  credit  for  provident  or  productive  purposes. 
When  used  in  this  chapter  the  term  ‘Bureau’  means  Bureau  of 
Federal  Credit  Unions,  and  the  term  ‘Director’  means  the  Direc¬ 
tor  thereof.] 

“Sec.  2.  As  used  in  this  Act — 

“( 1 )  The  term  ‘ Federal  credit  union’  means  a  cooperative  as¬ 
sociation  organized  in  accordance  with  the  provisions  of  this  Act 
for  the  purpose  of  promoting  thrift  among  its  members  and  creat¬ 
ing  a  source  of  credit  for  provident  or  productive  purposes,  and 
includes  a  cooperative  association  ( hereinafter  called  a  ‘ Federal 
central  credit  union’)  whose  members  are  Federal  credit  unions 
and  credit  unions  organized  in  accordance  with  the  provisions  of 
law  of  any  State,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  the  several  possessions  of  the  United  States,  the 
Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  and 


1  Not  included  in  H.R.  5777  and  identical  bills. 
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located  within  a  well-defined  geographical  area,  and  whose  mem¬ 
bers  may  also  be  directors  and  members  of  the  supervisory  and 
credit  committees  of  such  credit  unions; 

“(2)  the  term  'Bureau'  means  the  Bureau  of  Federal  Credit 
Unions; 

“(3)  the  term  ‘Director’  means  the  Director  of  the  Bureau  of 
Federal  Credit  Unions.” 

Statement  of  purpose. — To  further  define  a  credit  union  to  include  Federal 
central  credit  unions  with  membership  composed  of  Federal  credit  unions, 
State  credit  unions,  and  directors  and  committee  members  of  credit  unions ;  and 
to  make  section  consistent  with  other  amendments. 


“federal  credit  union  organization 
(12  U.S.C.,  sec.  1753  ;  F.C.U.  Act,  sec.  3) 


Sec.  (l )  (b) .  “Any  seven  or  more  [natural]  persons  who  desire  to  form  a 

Federal  credit  union  shall  subscribe  before  some  officer  com¬ 
petent  to  administer  oaths  an  organization  certificate  in  duplicate 
which  shall  specifically  state — *  * 

Statement  of  purpose. — To  eliminate  the  restriction  upon  subscribers  to 
“natural”  persons. 


“powers 


Sec.  2. 


Sec.  8(b). 


Sec.  3(a). 


Sec.  3(b). 


(12  U.S.C.,  sec.  1757(5)  ;  F.C.U.  Act,  sec.  7(5)) 

“(5)  To  make  loans  with  [maturities  not  exceeding  three 
years]  maturities  not  exceeding  five  years  to  its  members  for 
provident  or  productive  purposes  upon  such  terms  and  conditions 
as  this  chapter  and  the  bylaws  provide  and  [as  the  credit  com¬ 
mittee  may  approve]  us  the  credit  committee  or  a  loan  officer  may 
approve,  at  rates  of  interest  not  exceeding  1  per  centum  per  month 
on  unpaid  balances,  inclusive  of  all  charges  incident  to  making 
the  loan  :  Provided,  that  no  loans  to  a  director  [office]  or  mem¬ 
ber  of  [a]  the  supervisory  or  credit  committee  shall  exceed  the 
amount  of  his  holdings  in  the  Federal  credit  union  as  represented 
by  shares  thereof  plus  the  total  unencumbered  and  unpledged 
shareholdings  in  the  Federal  credit  union  of  any  member  pledged 
as  security  for  the  obligation  of  such  director  or  committee  mem¬ 
ber.  No  director  [officer,  or  committee  member]  or  member  of 
the  supervisory  or  credit  committee  shall  endorse  for  borrowers 
*  *  *  ’> 


Statement  of  purpose. — 

Section  2 :  To  increase  loan  maturity  limit  from  3  to  5  years. 

Section  8(b)  :  To  permit  appointment  by  the  credit  committee  of  one  or  more 
loan  officers  to  approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such 
limit  if  the  excess  is  fully  secured  by  unpledged  shares. 

Section  3(a)  :  To  permit  loans  to  directors  and  committee  members  up  to  the 
amount  of  their  shareholdings  in  the  credit  union  plus  the  total  unencumbered 
and  unpledged  shareholdings  in  the  credit  union  of  any  member  pledged  as 
security  for  the  obligation  of  such  director  or  committee  member. 

Section  3(b)  :  To  make  the  language  more  specific  by  minor  changes  in  word¬ 
ing. 

“powers 

(12  U.S.C.,  sec.  1757(7)  ;  F.C.U.  Act,  sec.  7(7) ) 

“  ( 7 )  To  invest  its  funds  ( a )  in  loans  exclusively  to  members ; 
(b)  in  obligations  of  the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest  thereby;  (c)  in  ac¬ 
cordance  with  rules  and  regulations  prescribed  by  the  Director, 
in  loans  to  other  credit  unions  in  the  total  amount  not  exceeding 
25  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus; 
(d)  [or]  in  shares  or  accounts  of  Federal  savings  and  loan  as¬ 
sociations,  and  in  shares  or  accounts  of  any  other  institution, 
the  accounts  of  which  are  insured  by  the  Federal  Savings  and 
Sec.  (l)(c).  Loan  Insurance  Corporation  [.];  or  (e)  in  shares  of  Federal 
central  credit  unions  and  in  shares  or  accounts  of  other  central 


42 


FEDERAL  CREDIT  UNIONS) 


credit  unions.  Payments  to,  and  withdrawals  from,  such  central 
credit  unions  by  a  Federal  credit  union  must  be  specifically  au¬ 
thorized  by  the  board  of  directors  of  such  Federal  credit  union.” 
Statement  of  purpose. — To  permit  investment  by  Federal  credit  unions  in  the 
shares  of  central  credit  unions. 


“powers 


(12  U.S.C.,  sec.  1757 ;  F.C.U.  Act,  secs.  7  (12)  and  (13) ) 

Sec.  4.  “[(12)3  (IS)  *  *  * 

“( 12 )  To  charge  members  and  individuals  eligible  to  become 
members  a  reasonable  fee  for  cashing  or  selling  checks,  not  to  ex¬ 
ceed  the  direct  and  indirect  costs  incident  to  providing  such 
service.” 

Statement  of  purpose. — To  permit  the  charging  of  a  reasonable  fee  for  the 
cashing  or  selling  of  checks. 


“membership 


(12  U.S.C.,  sec.  1759;  F.C.U.  Act,  sec.  9) 

Sec.  (1)  (d).  “Federal  credit  union  membership  shall  consist  of  the  incorpora¬ 

tors  and  such  other  persons  and  incorporated  and  unincorporated 
organizations,  to  the  extent  permitted  by  rules  and  regulations 
prescribed  by  the  Director,  as  may  be  elected  to  membership  and 
as  shall,  each,  subscribe  to  at  least  one  share  of  its  stock  and 
pay  the  initial  installment  thereon  and  the  entrance  fee ;  except 
that,  other  than  as  provided  in  section  2(1)  with  respect  to 
Federal  central  credit  unions,  Federal  credit  union  membership 
shall  be  limited  to  groups  having  a  common  bond  of  occupation, 
or  association,  or  to  groups  within  a  well-defined  neighborhood, 
community,  or  rural  district.  A  Federal  credit  union  may,  by 
authorization  of  its  board  of  directors,  become  a  subscriber  to, 
or  organizer  or  member  of,  a  Federal  central  credit  union  or 
other  central  credit  union.  *  *  *” 

.  Statement  of  purpose. — To  define  field  of  membership  for  Federal  central  credit 
unions ;  to  make  Federal  credit  unions  eligible  to  subscribe  to  the  charter  for  a 
central  credit  union. 

“members  meetings 


(12  U.S.C.,  sec.  1760 ;  F.C.U.  Act,  sec.  10) 

Sec.  (l)  (e).  “The  fiscal  year  of  all  Federal  credit  unions  shall  end  Decem¬ 

ber  31.  The  annual  meeting  of  each  Federal  credit  union  shall  be 
held  at  such  time  during  the  month  of  the  following  January  and 
at  such  place  as  its  bylaws  shall  prescribe.  Special  meetings  may 
be  held  in  the  manner  indicated  in  the  bylaws.  No  member  shall 
be  entitled  to  vote  by  proxy  but  a  member  other  than  a  natural 
person  may  vote  through  an  agent  designated  for  the  purpose. 
Irrespective  of  the  number  of  shares  held  by  him,  no  member 
shall  have  more  than  one  vote.  Federal  credit  unions  having 
membership  in  a  central  credit  union  may  be  represented  at  an¬ 
nual  or  special  meetings  of  the  central  credit  union  by  one  mem¬ 
ber  duly  authorized  by  the  board  of  directors  of  the  member 
Federal  credit  union.  To  the  extent  permitted  by  the  articles 
or  certificate  of  incorporation  or  bylaws  of  the  central  credit 
union,  such  representative  shall  have  one  vote  and  shall  be  eligible 
for  office  in  the  central  credit  union  the  same  as  though  he  were 
a  member  as  an  individual  of  such  credit  union.” 

Statement  of  purpose. — To  provide  for  representation  by  Federal  credit  unions 
in  membership  meetings  of  central  credit  unions  in  which  they  are  members  and 
to  allow  representatives  of  such  Federal  credit  unions  to  be  eligible  for  office  in 
such  central  credit  unions. 

“management 

(12  U.S.C.,  sec.  1761(a)  ;  F.O.U.  Act,  sec.  11(a) ) 

Sec.  5(a)1.  “(a)  [Generall.v3  The  business  affairs  of  a  Federal  credit 

union  shall  be  managed  by  a  board  of  not  less  than  five  directors, 
and  a  credit  committee  of  not  less  than  three  members,  [and  a 
supervisory  committee  of  three  members  (a  majority  of  whom 
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shall  not  be  directors)  all  to  be  elected  by  the  members  (and 
from  their  number)  at  their  annual  meeting,  and  to  hold  office 
for  such  terms,  respectively,  as  the  bylaws  may  provide.]  all  to 
be  elected  at  the  annual  members’  meeting  by  and  from  the  mem¬ 
bers  (which,  in  the  case  of  Federal  central  credit  unions,  shall 
be  deemed  to  include  the  duly  authorized  representatives  of  the 
member  credit  unions),  and  by  a  supervisory  committee  of  three 
members,  one  of  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  president  from  the  membership  promptly 
following  the  annual  meeting,  subject  to  ratification  by  the  board 
at  its  next  meeting.  If  the  board  fails  to  ratify  the  appointment 
of  any  member  of  the  supervisory  committee,  the  term  of  such 
member  shall  thereupon  cease,  and  the  president  shall  immedi¬ 
ately  appoint  a  replacement,  subject  to  ratification  by  the  board 
at  its  next  succeeding  meeting.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as 
original  appointments  to  such  committee.  All  members  of .  the 
board  and  of  such  committees  shall  hold  office  for  such  terms, 
respectively,  as  the  bylaws  may  provide.  A  record  of  the  names 
and  addresses  of  the  members  of  the  board  and  such  committees 
and  officers  shall  be  filed  with  the  Bureau  within  ten  days  after 
their  election  or  appointment.  No  member  of  the  board  or  of  either 
such  committee  shall,  as  such,  be  compensated.” 

Statement  of  purpose.— To  provide  for  appointment  of  the  supervisory  com¬ 
mittee  by  the  president,  one  of  whom  may  be  a  director  other  than  the  treasurer ; 
such  appointment  subject  to  ratification  by  the  board. 

“MANAGEMENT - OFFICERS 

(12  U.S.C.,  sec.  1761(b)  ;  F.C.U.  Act,  sec.  11(b) ) 

Sec.  6.  “(b)  Officers.— [At  their  first  meeting  after  the  annual  meet¬ 

ing  of  the  members,  the  directors  shall  elect  from  their  number  a 
president,  a  vice  president,  a  clerk,  and  a  treasurer,  who  shall 
be  the  executive  officers  of  the  corporation  and  may  be  com¬ 
pensated  for  their  services  to  such  extent  as  the  bylaws  may 
provide.  The  offices  of  clerk  and  treasurer  may  be  held  by  the 
same  person.]  At  their  first  meeting  after  the  annual  meeting 
of  the  members,  the  directors  shall  elect  from  their  number  a 
president,  one  or  more  vice  presidents,  a  secretary,  and  a  treas¬ 
urer,  who  shall  be  the  executive  officers  of  the  corporation.  No 
executive  officer,  except  the  treasurer,  shall  be  compensated  as 
such.  The  offices  of  secretary  and  treasurer  may  be  held  by  the 
same  person.  *  *  *” 

Statement  of  purpose. — To  provide  for  one  or  more  vice  presidents ;  to  change 
the  position  called  “clerk”  to  that  of  “secretary” ;  and  to  prohibit  compensation 
to  any  director,  committee  member,  or  officer,  other  than  the  treasurer,  for 
services  rendered  as  such. 

“MANAGEMENT - DIRECTORS 

(12  U.S.C.,  sec.  1761(c)  ;  F.C.U.  Act,  sec.  11(c) ) 

“(c)  Directors. — The  board  of  directors  shall  meet  at  least 
once  a  month  and  shall  have  the  general  direction  and  control 
Sec.  7(a).  of  the  affairs  of  the  corporation.  Minutes  of  all  such  meetings 

shall  be  kept.  Among  other  things  [they  shall  act  upon  applica¬ 
tions  for  membership]  they  shall  act  upon  applications  for  mem¬ 
bership  directly  or  shall  appoint  from  among  the  members  of  the 
credit  union  (other  than  the  treasurer  or  an  assistant  treasurer) 
a  membership  chairman  who  shall  be  authorized  to  act  upon  such 
applications  for  membership  as  the  board  may  prescribe  and  who 
shall  submit  to  the  board  at  each  monthly  meeting  a  list  of  appli¬ 
cations  for  membership  received  since  the  previous  monthly  meet¬ 
ing,  together  with  such  other  information  as  may  be  required  by 
the  bylaws  or  the  board ;  require  any  officer  or  employee  having 
custody  of  or  handling  funds  to  give  bond  with  good  and  sufficient 
surety  in  an  amount  and  character  to  be  determined,  from  time  to 
time,  by  the  board  of  directors  in  compliance  with  regulations  pre- 


FEDERAL  CREDIT  UNIONS 

scribed,  from  time  to  time,  by  the  Director,  and  authorize  the  pay¬ 
ment  of  the  premium  or  premiums  therefor  from  the  funds  of  the 
Federal  credit  union  ;  [recommend  the  declaration  of  dividends ;] 
fill  vacancies  in  the  board  and  in  the  credit  committee  *  *  *  [and. 
subject]  subject  to  such  regulations  as  may  be  issued  by  the  Di¬ 
rector,  authorize  an  interest  refund  to  members  of  record  at  the 
close  of  business  on  December  31  in  proportion  to  the  interest 
paid  by  them  during  the  year;  and  provide  for  compensation  of 
necessary  clerical  and  auditing  assistance  requested  by  the  su¬ 
pervisory  committee,  and  of  loan  officers  appointed  by  the  credit 
committee." 

Statement  of  purposes. — 

Section  7(a)  :  To  permit  appointment  by  the  board  of  a  membership  chair¬ 
man  to  act  upon  applications  for  membership  within  limitations  prescribed  by  the 
board. 

Section  10(b)  :  To  make  section  consistent  with  other  amendments. 

Section  7(b)  :  To  authorize  board  to  compensate  necessary  clerical  and  au¬ 
diting  assistance  (requested  by  the  supervisory  committee)  and  loan  officers 
(appointed  by  the  credit  committee). 

“MANAGEMENT - CREDIT  COMMITTEE 

(12  U.S.C.,  sec.  1761(d)  ;  F.C.U.  Act,  sec.  11(d) ) 

“(d)  Credit  committee. — The  credit  committee  shall  hold  such 
meetings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  (of  which  meetings  due 
Sec.  8(a).  notice  shall  be  given  to  members  of  the  committee)  to  consider 

applications  for  loans.  [No  loan  shall  be  made  unless  approved 
by  a  majority  of  the  entire  committee  and  by  all  the  members  of 
the  committee  who  are  present  at  the  meeting  at  which  the  appli¬ 
cation  is  considered.]  No  loan  shall  be  made  unless  approved  by 
a  majority  of  the  entire  committee  and  by  all  members  of  the  com¬ 
mittee  who  are  present  at  the  meeting  at  which  the  application 
is  considered:  Provided,  That  the  credit  committee  may  appoint 
one  or  more  loan  officers,  and  delegate  to  him  or  them  powers  to 
approve  loans  up  to  the  unsecured  limit  or  in  excess  of  such  limit 
if  such  excess  is  fully  secured  by  unpledged  shares.  Each  loan 
officer  shall  furnish  to  the  credit  committee  a  record  of  each  loan 
approved  or  not  approved  by  him  within  seven  days  of  the  date  of 
the  filing  of  the  application  therefor.  All  loans  not  approved  by  a 
loan  officer  shall  be  acted  upon  by  the  credit  committee.  No  loan 
officer,  including  the  treasurer  or  any  assistant  treasurer,  shall 
have  authority  to  disburse  funds  of  the  Federal  credit  union  for 
any  loan  which  has  been  approved  by  him.  Not  more  than  one 
member  of  the  credit  committee  may  be  appointed  as  a  loan  offi¬ 
cer.  Applications  for  loans  shall  be  made  on  forms  prepared  by 
such  committee,  which  shall  set  forth  the  purpose  for  which  the 
Sec.  (i)(f).  loan  is  desired,  the  security,  if  any,  and  such  other  data  as  may 
be  required.  No  loan  shall  be  made  to  any  member,  except  in  the 
case  of  a  loan  by  a  Federal  central  credit  union  to  a  member  credit 
union,  which  shall  cause  such  member  to  become  indebted  to  the 
Federal  credit  union  in  the  aggregate,  upon  loans  made  to  such 
member,  in  excess  of  $200  or  10  per  centum  of  the  Federal  credit 
union’s  paid-in  unimpaired  capital  and  surplus,  whichever  is 
Sec.  0.  greater,  or  in  excess  of  [$400]  $1,000  unless  such  excess  over 

[$400]  $1,000  is  adequately  secured.  For  the  purposes  of  this 
subdivision  an  assignment,  of  shares  or  the  endorsement  of  a  note 
shall  be  deemed  security.” 

Statement  of  purpose. — 

Section  8(a)  :  To  provide  authority  for  the  credit  committee  to  delegate  to  a 
loan  officer  power  to  approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such 
limit  if  fully  secured  by  unpledged  shares. 

Section  (1)  (f)  :  To  make  section  consistent  with  other  amendments  in  wording. 

Section  9 :  To  increase  the  signature  loan  limit  from  $400  to  $1,000. 
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“MANAGEMENT — SUPERVISORY  COMMITTEE 

(12  U.S.C.,  sec.  1761(e)  :  F.C.U.  Act,  sec.  11(e) ) 

“(e)  Supervisory  committee;  definition. — The  supervisory 
committee  shall  make,  at  least  quarterly,  an  examination  of  the 
affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
books ;  shall  make  an  annual  audit  and  a  report  to  be  submitted 
at  the  annual  meeting  of  the  corporation ;  and,  by  a  unanimous 
vote,  may  suspend  any  officer  of  the  corporation,  or  any  member 
of  the  credit  committee  or  of  the  board  of  directors  until  the  next 
members’  meeting,  which  said  meeting,  however,  shall  be  held 
within  7  days  of  said  suspension  and  at  which  meeting  said  sus¬ 
pension  shall  be  acted  upon  by  the  members ;  and,  by  a  majority 
vote,  may  call  a  special  meeting  of  the  shareholders  to  consider 
any  violation  of  this  chapter,  the  charter,  or  of  the  bylaws,  or 
any  practice  of  the  corporation  deemed  by  the  committee  to  be 
Sec.  5(b).  unsafe  or  unauthorized.  [The  said  committee  shall  fill  vacan¬ 

cies  in  its  own  membership  until  successors  to  he  elected  at  the 
next  annual  meeting  have  qualified.]  Any  and  all  members  of 
the  supervisory  committee  may  be  suspended  by  the  president 
subject  to  the  approval  of  the  board  of  directors,  or  by  the  board 
of  directors  subject  to  the  approval  of  the  members.  In  the 
latter  case,  a  members'  meeting  to  act  upon  such  suspension  shall 
be  held  within  seven  days  thereof.  The  board  of  directors  or 
the  members,  as  the  case  may  be,  shall  decide  whether  the  sus¬ 
pended  committee  member  shall  be  removed  from  or  restored  to 
the  supervisory  committee.  *  *  *” 

Statement  of  purpose. — To  provide  for  suspension  of  any  and  all  members  of 
the  supervisory  committee  if  warranted. 

“dividends 

(12  U.S.C.,  sec.  1763 ;  F.C.U.  Act,  sec.  13) 

Sec.  10(a).  "[At  the  annual  meeting  a  dividend  may  be  declared  from  the 

remaining  net  earnings  on  recommendation  of  the  board  of  direc¬ 
tors,  which  dividend  shall  be  paid  on  all  paid-up  shares  outstand¬ 
ing  at  the  end  of  the  preceding  fiscal  year.]  Annually,  or  semi¬ 
annually,  as  the  bylaws  may  provide  and  after  provision  for  the 
required  reserves,  the  board  of  directors  may  declare  a  dividend 
to  be  paid  from  the  remaining  net  carings.  Such  dividend  shall 
be  paid  on  all  paid-up  shares  outstanding  at  the  end  of  the  period 
for  which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  [year]  dividend  period  and  are  outstanding 
at  the  close  of  the  period  shall  lie  entitled  to  a  proportional  part 
of  [said]  such  dividend  [calculated  from  the  first  day  of  the 
month  following  such  payment  in  full.]  Dividend  credit  for  a 
month  may  be  accrued  on  shares  which  are  or  become  fully  paid 
up  during  the  first  five  days  of  that  month." 

Statement  of  purpose. — To  provide  for  declaration  of  dividends  by  the  board 
of  directors ;  do  provide  for  an  annual  or  semiannual  dividend,  depending  upon 
which  is  provided  for  in  the  bylaws ;  and  to  provide  that  dividend  credit  for  a 
month  may  be  accrued  on  shares  which  are  or  become  fully  paid  during  the  first 
five  days  of  that  month. 

“certain  powers  of  director 
(12  U.S.C.,  sec.  1766;  F.C.U.  Act,  sec.  16) 

*<*  *  * 

Sec.  li.  “(h)  In  every  case  of  an  adjudication  by  the  Director  under 

this  Act,  determination  shall  be  made  on  the  record  after  giving 
the  opportunity  for  la  hearing  to  all  persons  and  credit  unions 
who  may  be  directly  affected  by  i any  order  that  may  be  issued  as 
a  result  of  such  adjudication.  The  words  ‘adjudication'  and 
‘order’  as  used  herein  shall  have  the  meanings  specified  in  the 
Administrative  Procedure  Act." 
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Statement  of  purpose. — To  place  the  Bureau  of  Federal  Credit  Unions  under 
all  provisions  of  the  Administrative  Procedure  Act  At  present  it  is  subject  only 
to  the  rulemaking  provisions  of  the  act. 

“allotment  of  space  in  federal  buildings 
(12  U.S.C.,  sec.  1771 ;  F.C.U.  Act,  sec.  21) 

Sec.  12.  “Upon  application  by  any  credit  union  organized  under  State 

law  or  by  any  Federal  credit  union  organized  in  accordance  with 
the  terms  of  this  chapter,  [the  membership  of  which  is  composed 
exclusively  of  Federal  employees  and  members  of  their  families] 
at  least  95  per  centum  of  the  membership  of  which  is  composed 
of  persons  who  either  are  presently  Federal  employees  or  are  re¬ 
tired  Federal  employees  and  members  of  their  families,  which  ap¬ 
plication  shall  be  addressed  to  the  officer  or  agency  of  the  United 
States  charged  with  the  allotment  of  space  in  the  Federal  build¬ 
ings  in  the  community  or  district  in  which  said  credit  union  or 
Federal  credit  union  does  business,  such  officer  or  agency  may  in 
his  or  its  discretion  allot  space  to  such  credit  union  if  space  is 
available  without  charge  for  rent  or  services.” 

Statement  of  purpose. — To  permit  allocation  of  space  in  Federal  buildings  to 
credit  unions  having  a  membership  composed  at  least  95  percent  of  persons  who 
are  either  presently  Federal  employees  or  are  retired  employees  and  members  of 
their  families. 


[“EXTENSION  of  chapter  to  panama  canal  zone  and  virgin 

islands] 

“ TERRITORIAL  APPLICABILITY  OF  ACT 

(12  U.S.C.,  sec.  1772 ;  F.C.U.  Act,  sec.  22) 

Sec.  13.  [The  provisions  of  this  chapter  shall  be  extended  to  and  include 

the  Panama  Canal  Zone,  and  the  Virgin  Islands.]  The  provisions 
of  this  Act  shall  apply  to  the  several  States,  the  District  of  Co¬ 
lumbia,  the  several  Territories  and  possessions  of  the  United 
States,  the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto 
Rico." 

Statement  of  purpose. — To  expand  the  act  to  apply  to  the  several  States,  the 
District  of  Columbia,  the  several  Territories  and  the  several  possessions  of  the 
United  States,  the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico. 

“conversion  from  federal  to  state  credit  union  and  from 

STATE  TO  FEDERAL  CREDIT  UNION 

(New  section) 

Sec- 14*  “Sec.  23.  (a)  Conversion  From  Federal  to  State  Credit 

Union. — A  Federal  credit  union  may  be  converted  into  a  ‘State 
credit  union’  under  the  laws  of  any  State,  the  District  of  Colum¬ 
bia,  the  several  Territories  and  possessions  of  the  United  States, 
the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico, 
by  complying  with  the  following  requirements: 

“( 1 )  The  proposition  for  such  conversion  shall  first  be  ap¬ 
proved  by  a  majority  of  the  directors  of  the  Federal  credit  union. 
The  proposition  then  shall  shall  be  submitted  to  a  meeting  of  its 
members,  the  notice  of  which  shall  be  in  writing  and  shall  be  deliv¬ 
ered  in  person  to  each  member,  or  shall  be  mailed  to  each  member 
at  the  address  for  such  member  appearing  on  the  records  of  the 
credit  union,  not  more  than  thirty  nor  less  than  seven  days  prior 
to  the  time  of  the  meeting.  Approval  of  the  proposition  for  con¬ 
version  shall  be  by  the  affirmative  vote  of  not  less  than  two-thirds 
of  the  members  present  and  voting  at  the  meeting. 

“(£)  A  copy  of  the  minutes  of  such  meeting,  verified  by  the  af¬ 
fidavits  of  the  president  or  vice  president  and  the  secretary  of  the 
meeting,  shall  be  filed  with  the  Bureau  within  ten  days  after  the 
meeting. 
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“(3)  Promptly  after  the  adjournment  of  such  meeting  of  the 
members,  and  in  no  event  later  than  ninety  days  after  such  meet¬ 
ing,  the  credit  union  shall  take  such  action  as  may  be  necessary 
under  the  applicable  State  law  to  make  it  a  State  credit  union, 
and  within  ten  days  after  receipt  of  the  State  credit  union  charter 
there  shall  be  filed  with  the  Bureau  a  copy  of  the  charter  thus 
issued.  Upon  such  filing  the  credit  union  shall  cease  to  be  a  Fed¬ 
eral  credit  union. 

“(Jt)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit 
union  shall  no  longer  be  subject  to  any  of  the  provisions  of  this 
Act.  The  successor  State  credit  union  shall  be  vested  with  all 
of  the  assets  and  shall  continue  responsible  for  all  of  the  obliga¬ 
tions  of  the  Federal  credit  union  to  the  same  extent  as  though 
the  conversion  had  not  taken  place. 

“(»  Conversion  From  State  to  Federal  Credit  Union. — A 
‘State  credit  union’,  organized  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  possessions  of 
the  United  States,  the  Panama  Canal  Zone,  or  the  Common¬ 
wealth  of  Puerto  Rico,  may  be  converted  into  a  Federal  credit 
union  by:  ( 1 )  Complying  with  all  State  requirements  requisite 
to  enabling  it  to  convert  to  a  Federal  credit  union  or  to  cease- 
being  a  State  credit  union;  ( 2 )  filing  with  the  Bureau  proof 
of  such  compliance,  satisfactory  to  the  Director;  and  ( 3 )  filing 
with  the  Bureau  an  organization  certificate  as  required  by  this 
Act. 

“When  the  Director  has  been  satisfied  that  all  of  such  re¬ 
quirements  have  been  complied  with,  the  Director  shall  approve 
the  organization  certificate.  Upon  such  approval,  the  State 
credit  union  shall  become  a  Federal  credit  union  as  of  the  date 
it  ceases  to  be  a  State  credit  union.  The  Federal  credit  union 
shall  be  vested  with  all  of  the  assets  and  shall  continue  responsi¬ 
ble  for  all  the  obligations  of  the  State  credit  union  to  the  same 
extent  as  though  the  conversion  had  not  taken  place.” 

Statement  of  purpose. — To  include  provision  for  conversion  from  Federal  to 
State  charter,  and  vice  versa. 

(18  U.S.C.,  sec.  2113(g)) 

Sec.  15.  “(g)  As  used  in  this  section  the  term  ‘savings  and  loan  associa¬ 

tion’  means  any  Federal  savings  and  loans  association  and  any 
‘insured  institution’  as  defined  in  section  401  of  the  National 
Housing  Act,  as  amended  C3,  and  any  ‘Federal  credit  union’  as 
defined  in  section  2  of  the  Federal  Credit  Union  Act.” 

Statement  of  purpose. — Section  2113  of  the  United  States  Code  is  concerned 
with  bank  robbery  and  incidental  crimes.  The  added  language  would  include 
Federal  credit  unions  within  the  scope  of  this  provision  of  the  Federal  Criminal 
Code. 

Mr.  Miller.  Mr.  Chairman,  may  I  commend  the  association  for 
the  excellence  of  its  presentation  and  its  well-rounded  nature? 

Mr.  Patman.  Certainly,  sir. 

I  think  it  is  well  deserved,  and  I  am  sure  that  Congressman  John¬ 
son  feels  the  same  way,  and  I  know  that  I  do. 

We  appreciate  very  much  the  fine  cooperation  that  you  gentlemen 
have  given  us.  I  am  very  much  impressed  with  the  dedicated  service 
that  so  many  people  in  the  United  States  are  performing  today  in 
this  movement,  without  any  compensation,  and  even  to  the  point  of 
giving  up  their  vacation  time  and  spending  their  own  money.  It 
is  a  service  that  in  my  estimation  is  next  to  the  church,  and  that  is 
pretty  high  service,  in  my  book.  I  want  to  do  everything  I  can  to 
encourage  this  high  service  that  you  render. 

I  assume  that  there  are  credit  unions  not  only  in  commercial  banks 
but  even  in  mutual  banks.  Here  in  Washington,  D.C.,  we  have  credit 
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unions  in  the  Federal  Reserve  System,  we  have  credit  unions  in  the 
U.S.  Treasury,  we  have  credit  unions  in  the  Bureau  of  Engraving  and 
Printing.  We  have  credit  unions  in  all  the  different  Government 
agencies,  and  even  in  the  House  and  Senate.  We  have  about  175 
credit  unions,  I  believe,  here  in  this  small  area  of  the  District  of  Co¬ 
lumbia.  I  feel  that  they  are  in  the  public  interest  and  that  they 
should  be  encouraged  in  every  way  possible.  Excessive  rates  of  in¬ 
terest  are  burdensome  to  the  economy,  and  I  have  never  known  a 
time  we  people  were  burdened  with  more  extortionate  interest  charges 
than  they  are  today. 

We  have  some  outstanding  examples :  Last  year,  the  attorney  general 
of  a  Western  State  brought  an  injunction  suit  against  a  nationally 
known  organization,  to  enjoin  them  from  charging  72  percent  interest 
to  people  who  were  purchasing  automobiles  and  appliances.  That  is 
a  rate  of  interest  that  is  absolutely  unconscionable,  and  that  is  going  on 
all  over  the  country.  I  do  not  know  of  any  organization  that  is  doing 
more  to  save  the  people  from  such  unconscionable  charges  than  the 
credit  unions.  I  think  it  is  in  the  public  interest  to  encourage  these 
credit  unions. 

I  am  glad  to  see  the  type  of  people  in  the  credit  union  movement 
such  as  those  who  are  here  today.  The  very  nature  of  its  work  is  such 
that  it  will  only  attract  people  of  the  highest  type. 

Mr.  Johnson.  I  think  it  might  be  worth  including  in  the  record  a 
statement  as  to  what  the  loss  ratio  experienced  actually  is. 

Mr.  Patman.  I  think  it  is  in  already.  It  is  less  than  one-fourth  of 
1  percent.  I  had  used  the  ratio  of  one-half  of  1  percent.  So  I  am  100 
percent  off.  I  am  very  glad  to  make  the  correction. 

Mr.  Stone.  Mr.  Chairman,  may  I  say  that  the  words  of  approval 
of  the  members  of  this  committee  will  give  us  encouragement  and 
inspiration  to  continue  our  efforts. 

Mr.  Patman.  Thank  you,  sir. 

You  certainly  have  our  congratulations  on  your  election.  Best 
wishes  for  continued  success  in  the  movement. 

Mr.  Stone.  Thank  you,  sir. 

Mr.  Patman.  Tomorrow  morning  we  will  have  Members  of  Con¬ 
gress  who  will  appear. 

We  will  also  have  Mr.  George  Riley,  legislative  representative  of 
the  AFL-CIO. 

Wednesday,  we  will  have  Mr.  Gannon,  Director  of  the  Bureau  of 
Federal  Credit  Unions,  Department,  of  Health,  Education,  and  Wel¬ 
fare.  It  is  my  understanding  that  the  American  Bankers  Association 
will  not  seek  an  appearance  but  will  ask  to  file  a  statement. 

Without  objection,  the  committee  will  stand  in  recess,  to  reconvene  at 
10  o’clock  tomorrow  morning. 

(Whereupon,  at  12:20  p.m.,  the  subcommittee  adjourned,  to  recon¬ 
vene  at  10  a.m.,  Tuesday,  May  12, 1959.) 
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TUESDAY,  MAY  12,  1959 

House  of  Representatives, 

Committee  on  Banking  and  Currency, 

Subcommittee  No.  3, 

Washington ,  D.C. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10  a.  m.  in 
room  1301,  New  House  Office  Building,  Hon.  Wright  Patman  (chair¬ 
man  of  the  subcommittee) ,  presiding. 

Present :  Mr.  Patman,  Messrs.  Burke,  Miller,  Johnson,  and  Milliken. 

Mr.  Patman.  The  committee  will  come  to  order. 

Before  we  proceed,  I  have  had  some  materials  prepared  by  the 
Legislative  Reference  Service  which  provide  an  outline  of  the  legisla¬ 
tive  history  of  the  Federal  Credit  Union  Act,  and  I  would  like  to 
have  these  inserted  in  the  record.  Without  objection,  the  clerk  will 
insert  it  in  the  record  at  this  point. 

(The  material  referred  to  follows :) 

Federal  Credit  Union  System 
73d  Congress,  1st  session 

May  11,  1933:  Senator  Morris  Sheppard  (Democrat,  Texas)  introduced  S.  1639, 
S.  1640,  and  S.  1641,  which  were  referred  to  the  Committee  on  Banking  and 
Currency  of  the  Senate  (p.  3205,  Congressional  Record). 

Senator  Sheppard’s  statements  on  these  3  bills  followed  (pp.  3206-3207,  Con¬ 
gressional  Record,  May  11,  1933). 

June  1,  1933:  Hearing  before  a  subcommittee  of  the  Committee  on  Banking  and 
Currency  of  the  U.S.  Senate  on  three  bills  held. 

(Copies  of  three  bills  included  in  hearing.) 

S.  1639:  A  bill  to  establish  a  Federal  Credit  Union  System,  to  establish  a 
further  market  for  securities  of  the  United  States  and  to  make  more  available 
to  people  of  small  means  credit  for  provident  purposes  through  a  national 
system  of  cooperative  credit,  thereby  helping  to  stabilize  the  credit  structure 
of  the  United  States.  (See  pp.  1-9  of  hearing.) 

S.  1640:  A  bill  to  amend  section  13  of  the  Federal  Reserve  Act  by  author¬ 
izing  Federal  Reserve  banks  to  receive  deposits  from  credit  unions  (p.  9, 
hearing) . 

S.  1641:  A  bill  to  amend  section  4  of  the  act  approved  June  25,  1910. 
authorizing  the  Postal  Savings  System,  and  for  other  purposes  (p.  10,  hearing), 

Hearing  dated  June  1,  1933,  32  pages,  before  Senate  Committee  on  Banking 
and  Currency. 

(Statement  by  Mr.  Roy  F.  Bergengren,  of  Boston,  Mass.,  representing 
the  Credit  Union  National  Extension  Bureau,  included  in  hearing.) 

73d  Congress,  2d  session 

March  27,  1934:  S.  1639  was  reported  by  Senator  Bankhead  (Alabama)  from 
Committee  on  Banking  and  Currency  of  the  Senate  (p.  5471,  Congressional 
Record) . 

(S.  Rept.  No.  555,  73d  Cong.,  from  Committee  on  Banking  and  Currency.) 

April  25,  1934:  S.  1639  was  debated  in  Senate  (pp.  7259-7261). 
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May  10,  1934:  S.  1639  passed  Senate  (p.  8459,  Congressional  Record). 

May  11,  1934:  S.  1639  was  referred  to  the  Committee  on  Banking  and  Currency 
of  the  House  of  Representatives  (p.  8659,  Congressional  Record). 

June  14,  1934:  Hearings  before  House  Banking  and  Currency  Committee. 

June  15,  1934:  S.  1639  was  reported  by  Representative  Steagall  (Alabama) 
from  Committee  on  Banking  and  Currency  of  the  House  (p.  11937,  Congressional 
Record) . 

(H.  Rept.  No.  2021.) 

June  16,  1934:  S.  1639  was  amended  and  passed  House  (pp.  12218-12226, 
Congressional  Record). 

(Question  on  bill  was  taken;  and  on  a  division  (demanded  by  Mr.  Patman 
(Texas),  there  were — Ayes  180,  noes  2.)) 

June  16,  1934:  Senate  concurs  in  amendment  of  the  House  on  S.  1639  (p.  12079, 
Congressional  Record). 

June  16,  1934:  S.  1639  enrolled  and  signed  by  Speaker  of  House  (p.  12256, 
Congressional  Record). 

June  IS,  1934:  Message  from  House  to  Senate  that  the  Speaker  of  House  had 
signed  S.  1639 — S.  1639  was  signed  by  the  Vice  President  (p.  12338,  Congressional 
Record) . 

June  18,  1934:  Page  12449,  Congressional  Record: 

“The  following  enrolled  bills  and  joint  resolutions,  heretofore  duly  signed  by 
the  Presiding  Officers  of  the  two  Houses,  were  presented  to  the  President  of  the 
United  States  by  the  Committee  on  Enrolled  Bills.”  • 

(S.  1639  was  one  of  the  bills.) 

June  26,  1934:  S.  1639  was  signed  by  the  President  of  the  United  States 
(President  Franklin  D.  Roosevelt)  (p.  12454,  Congressional  Record). 

(Public  Law  No.  467,  73d  Cong.,  2d  sess.) 

(This  act  was  known  as  Federal  Credit  Union  Act.) 

Amendments  to  Federal  Credit  Union  Act  Which  Became  Law  and 
Amendments  Proposed  by  Representative  Patman  up  to  End  of  84th 
Congress  That  Did  Not  Become  Law  in  His  Name 

75th  Congress,  1st  session 

Public  Law  No.  197— July  9,  1937  (50  Stat.  487): 

H.R.  6287,  introduced  by  Representative  Cochran  (Missouri),  April  9,  1937. 
Purpose  of  bill:  To  allot  space  in  Federal  buildings  for  Federal  credit 
unions. 

Passed  House,  June  6,  1937. 

Passed  Senate,  July  2,  1937. 

Approved  July  9,  1937 — Public  Law  No.  197. 

» 

75th  Congress,  2d  session 

Public  Law  No.  416 — December  6,  1937  (51  Stat.  4): 

S.  2675,  introduced  by  Senator  Sheppard  (Texas),  June  17,  1937. 

Purpose  of  bill:  Makes  every  Federal  credit  union,  regardless  of  assets, 
subject  to  governmental  examination  of  its  books,  and  to  fees  therefor. 

Permits  credit  unions,  within  limits,  to  make  loans  to  other  credit  unions, 
and  to  invest  in  shares  or  accounts  of  Federal  savings  and  loan  associations. 
Original  act  permitted  only  loans  to  members  and  investment  in  U.S. 
obligations  and  fully  guaranteed  securities. 

Authorizes  Governor  to  make  studies  of  credit  problems. 

Exempts  Federal  credit  unions  from  taxation,  except  on  real  property, 
and  prohibits  use  of  unions’  facilities  to  collect  or  enforce  taxes  on  members 
for  assets  they  hold  in  the  credit  union. 

Passed  Senate  August  6,  1937. 

Passed  House,  amended,  November  24,  1937. 

Senate  agreed  to  House  amendments,  November  29,  1937. 

Approved  December  6,  1937 — Public  Law  No.  416. 
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76th  Congress,  3d  session 

Public  Law  No.  630 — June  15,  1940  (54  Stat.  398): 

S.  2568,  introduced  by  Senator  Sheppard  (Texas),  June  7,  1939. 

H.R.  9886,  introduced  by  Representative  Patman  (Texas),  May  24,  1940. 

Purpose  of  bills:  Permitted  loans  up  to  $100  without  adequate  security 
(formerly  $50) ;  sets  maximum  loan  to  members  at  $200  or  10  percent  of  paid 
in  and  unimpaired  capital  and  surplus,  whichever  is  greater. 

S.  2568  passed  Senate,  May  29,  1940. 

S.  2568  passed  House,  June  5,  1940. 

(H.R.  9886  by  Representative  Patman  was  tabled  June  5,  1940,  and  S.  2568 
passed  in  lieu.) 

Approved  June  15,  1940 — Public  Law  No.  630. 

H.R.  4691  (H.R.  1849),  77th  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  May  8, 
1941.  Passed  House  May  15,  1941. 

(6)  Purpose:  Authorizes  Federal  credit  unions  to  invest  in  shares  of  in¬ 
sured  building  and  loan  associations. 

H.R.  4976,  77th  Congress: 

(o)  Legislative  history:  Introduced  by  Representative  Patman  on  June  5, 
1941.  Died  in  committee. 

( b )  Purpose:  Requires  a  fee  of  $25  upon  issuance  of  a  charter  to  a  Federal 
credit  union. 

Permits  shares  to  be  held  jointly. 

Requires  bond  of  employees  handling  funds. 

Requires  monthly  meetings. 

Defines  “passbook.” 

Provides  that  no  interest  shall  be  paid  on  shares  received  after  the  5th  day 
of  the  month. 

Provides  that  patronage  dividends  of  not  less  than  3  percent  may  be  paid 
to  member-borrowers  on  record  as  of  December  31. 

Authorizes  Governor  of  Farm  Credit  Administration  to  publicize  the 
Federal  credit  union. 

H.R.  4978,  77th  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  June 
5,  1941.  Died  in  committee. 

(b)  Purpose:  Extends  act  to  Panama  Canal  Zone. 

Permits  any  Federal  credit  union  to  waive  payment  of  interest  by  a  member 
during  military  service. 

H.R.  1695,  78th  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  Feb¬ 
ruary  4,  1943.  Died  in  committee. 

( b )  Purpose:  Permits  Federal  credit  unions  to  invest  in  local  building  and 
loan,  savings  and  homestead  associations,  and  cooperative  banks. 

79th  Congress,  2d  session 

Public  Law  No.  574 — July  31,  1946  (60  Stat.  744) : 

H.R.  6372,  introduced  by  Representative  Spence  (Kentucky),  May  8,  1946. 

Purpose  of  bill:  Provides  penalties  for  charging  more  than  the  allowable 
rate  of  interest. 

Permits  issuance  of  shares  in  joint  tenancy. 

Prescribes  changes  in  surety  bond  requirements  for  officials  handling 
credit  union  funds. 

Increases  maximum  amount  of  loans  without  adequate  security  from  $100 
to  $300. 

Extends  provisions  of  the  act  to  the  Panama  Canal  Zone. 

Authorizes  Governor  to  place  insolvent  credit  unions  into  involuntary 
liquidation,  in  certain  instances,  and  sets  out  liquidation  regulations. 

Passed  House,  May  20,  1946. 

Passed  Senate,  amended,  July  17,  1946. 

House  agreed  to  Senate  amendments,  July  19,  1946. 

Approved  July  31,  1946 — Public  Law  No.  574. 
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80th  Congress,  2d  session 

Public  Law  No.  813 — June  29,  1948  (62  Stat.  1091): 

S.  2225,  introduced  by  Senator  Baldwin,  February  25,  1948. 

Purpose  of  bill:  Transfers  functions  of  Federal  credit  unions  to  the  Federal 
Security  Agency  (from  the  Federal  Deposit  Insurance  Corporation,  where 
it  had  been  by  virtue  of  Reorganization  Plan  No.  1  of  1947,  pt.  IV,  sec.  401) 
and  established  in  that  agency  a  Bureau  of  Federal  Credit  Unions  under  the 
supervision  of  a  Director  appointed  by  the  Federal  Security  Administrator. 

Passed  Senate,  April  12,  1948. 

Passed  House,  amended,  June  15,  1948. 

Senate  agreed  to  House  amendments,  June  16,  1948. 

Approved  June  29,  1948 — Public  Law  No.  813. 

H.R.  3201,  81st  Congress: 

(а)  Legislative  history:  Introduced  by  Representative  Patman  on- March 
3,  1949.  Died  in  committee.  H.R.  6185  passed  in  lieu.  See  below'. 

(б)  Purpose:  Deletes  provision  restricting  loans  to  2  years. 

Authorizes  investment  of  funds  in  shares  of  central  credit  unions. 

Raises  maximum  loan  without  adequate  security  to  $500. 

Provides  that,  w'hen  the  reserve  fund  equals  10  percent  of  total  amount 
of  members’  shares  on  deposit,  no  further  transfers  to  the  fund  from  net 
earnings  shall  be  required  except  as  are  necessary  to  maintain  the  10  percent 
ratio. 

81st  Congress,  1st  session 

Public  Law  No.  378 — October  25,  1949  (63  Stat.  890): 

H.R.  6185,  introduced  bv  Representative  Patman  (Texas),  September  21, 
1949. 

Purpose  of  bill:  Authorizes  loans  with  maturities  of  not  to  exceed  3  years 
(formerly  2  years). 

Permits  loans  up  to  $400  without  adequate  security  (formerly  $300). 

Provides  that,  where  the  reserve  fund  shall  equal  10  percent  of  the  total 
amount  of  the  members’  shares  on  deposits,  no  further  transfers  to  the  fund 
from  net  earnings  shall  be  required  except  as  needed  to  maintain  this  10  per¬ 
cent  ratio. 

Provides  for  special  reserves,  where  necessary. 

Passed  House,  October  13,  1949. 

Passed  Senate,  October  17,  1949. 

Approved  October  25,  1949 — Public  Law  No.  376. 

H.R.  3459,  82d  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  April 2, 
1951.  Not  reported  out  of  committee. 

( b )  Purpose:  Provides  that  directors,  officers,  or  committee  members  of  k 
Federal  credit  union  can  borrow  an  amount  in  excess  of  his  holdings  in  the 
Federal  credit  union  providing  certain  approval  is  given. 

Provides  the  Federal  credit  union  can  make  investments  in  shares  of  cen¬ 
tral  credit  unions,  in  addition  to  investments  prescribed. 

Provides  that  patronage  dividends  may  be  declared  in  favor  of  member- 
borrowers  whenever  an  excess  exists  after  declaration  of  the  annual  dividend 

82d  Congress,  2d  session 

H.R.  6702,  82d  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  Feb¬ 
ruary  19,  1952.  Not  reported  out  of  committee. 

( b )  Purpose:  Sets  the  maximum  examination-day  rate  fee  assessable 
against  a  Federal  credit  union,  for  an  examination  of  its  books  and  records, 
at  $56. 

Public  Law  No.  322— April  17,  1952  (66  Stat.  63): 

S.  2447,  introduced  by  Senator  Mavbank,  January  17,  1952. 

Purpose  of  bill:  Increases  maximum  supervisory  fees  payable  by  member 
unions. 

Passed  Senate,  February  25,  1952. 

Passed  House,  amended,  March  31,  1952. 

Senate  agreed  to  House  amendments,  April  9,  1952. 

Approved  April  17,  1952 — Public  Law  No.  322. 
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Public  Law  No.  329 — May  8,  1952  (66  Stat.  66): 

H.R.  6101,  introduced  by  Representative  Spence,  January  17,  1952. 

Purpose  of  bill:  Extends  provisions  to  the  Virgin  Islands. 

Passed  House,  March  31,  1952. 

Passed  Senate,  May  1,  1952. 

Approved  May  8,  1952 — Public  Law  No.  329. 

Public  Law  No.  337 — -May  13,  1952: 

II. R.  2608,  introduced  by  Representative  Boggs,  February  13,  1952. 

Purpose  of  bill:  Permits  credit  unions  to  invest  in  shares  or  accounts  of 
any  institution  the  accounts  of  which  are  insured  by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

Passed  House,  March  31,  1952. 

Passed  Senate,  May  1,  1952. 

Approved,  May  13,  1952. — Public  Law  No.  337. 

83d  Congress,  2d  session 

Public  Law  No.  454 — June  30,  1954  (68  Stat.  335): 

S.  1665,  introduced  by  Senator  Beall  (by  request),  April  17,  1954. 

Purpose  of  bill:  Permits  Board  of  Directors  to  authorize  interest  refunds 
to  members  in  proportion  to  interest  paid  by  them  in  the  prior  year. 

Authorizes  employees  and  officers  of  the  Bureau  of  Federal  Credit  Unions 
to  administer  oaths,  if  so  designated. 

Passed  Senate,  June  18,  1954. 

Passed  House,  June  22,  1954. 

Approved,  June  30,  1954 — Public  Law  No.  454. 

Public  Law  No.  656 — August  24,  1954  (68  Stat.  792): 

H.R.  9236,  introduced  by  Representative  Talle,  May  20,  1954. 

Purpose  of  bill:  Provides  that  the  Director  of  the  Bureau  of  Federal  Credit 
Unions  is  to  determine  the  kind  of  bond  to  be  posted  by  treasurers  (formerly 
this  was  done  by  the  Board  of  Directors). 

Provides  that  bond  is  to  be  required  from  every  official  handling  credit 
union  funds. 

Passed  House,  June  22,  1954. 

Passed  Senate,  August  11,  1954. 

Approved,  August  24,  1954 — Public  Law  No.  656. 

H.R.  5258,  84th  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  March 
28,  1955.  Died  in  committee. 

( b )  Purpose:  Empowers  Federal  Credit  Union  to  invest  its  funds  in  shares 
of  other  credit  unions,  in  a  total  amount  not  to  exceed  10  percent  of  its  paid 
in  and  unimpaired  capital  and  surplus. 

H.R.  8273,  84th  Congress: 

(а)  Legislative  history:  Introduced  by  Representative  Patman  on  January 
9,  1956.  Died  in  committee. 

(б)  Purpose:  Permits  investment  in  shares  of  Federal  central  credit  unions 
and  central  credit  unions. 

Share  payments  to  and  withdrawals  from  a  central  credit  union  must  be 
specifically  authorized  by  the  Board  of  Directors. 

Authorizes  organization  of  Federal  central  credit  unions,  and  defines  the 
term. 

Authorizes  Federal  credit  unions  to  subscribe  to.  organize,  or  be  a  member 
of  a  Federal  central  credit  union  or  a  central  credit  union,  providing  certain 
requirements  are  met. 

Makes  other  technical  amendments  to  the  Federal  Credit  Union  Act. 

H.R.  9983,  84th  Congress: 

(a)  Legislative  history:  Introduced  by  Representative  Patman  on  March 
15,  1956.  Died  in  committee. 

( b )  Purpose:  Permits  credit  committee  of  a  Federal  credit  union  to  delegate 
to  specified  other  officials  the  power  to  approve  or  disapprove  loans  in  spec¬ 
ified  situations.  Requires  such  loans  to  be  reviewed  by  the  credit  com¬ 
mittee  at  its  next  meeting. 

S.  1639 — Federal  Credit  Union  System 

June  8,  1934:  Mr.  Patman  addressed  letter  to  the  chairman  of  the  Committee 
on  Banking  and  Currency  of  the  House  of  Representatives  thanking  him  for  his 
promise  of  a  hearing  on  the  credit  union  bill,  S.  1639,  when  the  housing  bill  then 
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before  the  committee  was  disposed  of.  Told  the  chairman  he  was  looking  forward 
to  an  opportunity  of  appearing  before  the  committee  in  behalf  of  the  bill. 

Same  date,  Mr.  Patman  wrote  each  Democratic  member  of  the  House  Banking 
and  Currency  Committee. 

Members  of  the  Committee  on  Banking  and  Currency  at  that  time  were: 
Democrats:  Henry  B.  Steagall,  Alabama;  T.  Alan  Goldsborough,  Maryland; 
Anning  S.  Prall,  New  York;  Jeff  Busby,  Mississippi;  Michael  K.  Riiey,  Wisconsin; 
Frank  Hancock,  North  Carolina;  Clyde  Williams,  Missouri;  Wesley  E.  Disney, 
Oklahoma;  O.  H.  Cross,  Texas;  Brent  Spence,  Kentucky;  Denver  S.  Church, 
California;  Prentiss  M.  Brown,  Michigan;  Fred  J.  Sisson,  New  York;  James  I. 
Farley,  Indiana;  James  A.  Meeks,  Illinois;  Herman  P.  Kopplemann,  Connecticut; 
James  G.  Scrugham,  Nevada. 

Republicans:  Robert  Luce,  Massachusetts;  Carroll  L.  Beedv,  Maine;  Edward 
L.  Stokes,  Pennsylvania;  John  B.  Hollister,  Ohio;  Jesse  P.  Wolcott,  Michigan; 
Peter  A.  Cavicchia,  New  Jersey;  James  A.  Wadsworth,  New  York;  James  Simp¬ 
son,  Jr.,  Illinois. 

Mr.  Patman  also  wrote  Senator  Sheppard  same  date  telling  him  of  the  letters 
he  had  written  and  furnished  him  copies. 

June  11,  1934:  Senator  Sheppard  wrote  Mr.  Patman  expressing  appreciation 
for  his  splendid  cooperation  in  behalf  of  the  credit  union  bill. 

June  16,  1934:  Mr.  Patman  replied  to  Senator  Sheppard’s  letter  of  June  11, 
1934,  giving  further  assurance  of  full  cooperation: 

June  8,  1934. 

Hon.  Henry  B.  Steagall, 

Chairman,  Banking  and  Currency  Committee, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Steagall:  I  want  to  thank  you  for  your  promise  to  give  the  sponsors 
of  the  credit  union  bill  a  hearing  when  the  housing  bill  has  been  disposed  of.  I 
am  very  much  interested  in  this  legislation  and  will  look  forward  to  an  oppor¬ 
tunity  of  appearing  before  your  committee  in  behalf  of  it. 

It  is  very  much  needed  and  I  hope  you  will  assist  in  getting  a  favorable  report 
and  its  final  passage. 

Yours  sincerely, 


Wright  Patman. 


June  8,  1934. 

Hon.  Jeff  Busby, 

House  of  Representatives, 

W ashington,  D.C. 


Dear  Jeff:  I  am  impressed  that  the  credit  union  bill,  S.  1639,  should  be 
enacted  without  delay.  It  will  serve  a  useful  purpose  all  over  the  Nation  and 
especially  in  communities  not  served  by  small  banks. 

I  am  sold  on  this  legislation  100  percent.  Chairman  Steagall  has  promised  a 
hearing  when  the  housing  bill  is  out  of  the  way.  This  letter  is  to  solicit  your 
support  in  the  passage  of  the  bill. 

This  bill  has  the  unqualified  endorsement  of  the  President  of  the  United  States. 

Yours  sincerely, 

Wright  Patman. 


This  same  letter  sent  to  all  Democratic  members  of  the  House  Banking  and 
Currency  Committee. 


June  8,  1934. 

Hon.  Anning  S.  Prall, 

House  of  Representatives, 

Washington,  D.C. 

Dear  Mr.  Prall:  I  am  impressed  that  the  credit  union  bill,  S.  1639,  should 
be  enacted  without  delay.  It  will  serve  a  useful  purpose  all  over  the  Nation  and 
especially  in  communities  not  served  by  small  banks. 

I  am  sold  on  this  legislation  100  percent.  Chairman  Steagall  has  promised  a 
hearing  when  the  housing  bill  is  out  of  the  way.  This  letter  is  to  solicit  your 
support  in  the  passage  of  the  bill. 

This  bill  has  the  unqualified  endorsement  of  the  President  of  the  United  States. 
Yours  sincerely, 


Wright  Patman. 
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June  8,  1934. 

Hon.  Morris  Sheppard, 

U.S.  Senator, 

Washington,  D.C. 

Dear  Senator  Sheppard:  I  have  today  written  to  each  Member  of  the  House 
Banking  and  Currency  Committee  in  regard  to  the  credit  union  bill,  and  am 
enclosing  herewith  copies  of  the  letters. 

Yours  sincerely, 

Wright  Patman. 


U.S.  Senate, 

Committee  on  Military  Affairs, 

June  11,  1934 • 

Hon.  Wright  Patman, 

Member  of  Congress, 

House  of  Representatives, 

Washington,  D.C. 

Dear  Congressman:  I  am  pleased  to  have  your  letter  of  June  8  and  enclosures. 
I  appreciate  more  deeply  than  I  can  express  your  splendid  cooperation  in  behalf  of 
the  credit  union  bill. 

Yours  very  sincerely, 

Morris  Sheppard. 


June  16,  1934. 

Hon.  Morris  Sheppard, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Sheppard:  I  have  your  letter  of  June  11,  and  assure  you  that 
I  will  be  very  glad  to  cooperate  with  you  in  an  effort  to  pass  the  credit  union  bill. 
With  kindest  regards  and  besh  wishes,  I  am 
Yours  sincerely, 


Wright  Patman. 


May  2,  1949:  See  Mr.  Patmans  remarks  in  daily  Congressional  Record  (pp. 
A2713-A2716)  (attached). 

This  speech  contains  some  history  of  S.  1639. 


Federal  Credit  Unions — Federal  Credit  Union  Act  Sponsored  by  Late 

United  States  Senator  Morris  Sheppard,  of  Texas — Progress  of  Credit 

Unions 

Extension  of  remarks  of  Hon.  Wright  Patman  of  Texas,  in  the  House  of  Repre¬ 
sentatives,  Monday,  May  2,  1949 

Mr.  Patman.  Mr.  Speaker,  the  Two-States  Press,  of  Texarkana,  United  States 
of  America,  for  April  28,  1949,  carried  the  following  article  concerning  the  local 
credit  union.  It  is  as  follows: 

“local  credit  union  to  be  honored 

“The  Morris  Sheppard  Texarkana  Federal  Credit  Union  will  be  honored  for  its 
distinction  of  holding  Federal  charter  No.  1  during  the  May  13-15  meeting  of 
Credit  Union  National  Association  and  the  Texas  Credit  Union  League  in  Houston, 
it  was  made  known  here  Monday. 

“Miss  Jean  Coopwood,  secretary-treasurer  of  the  credit  union,  has  received  a 
letter  from  James  M.  Barry,  managing  director  of  the  TCUL,  of  Dallas,  request¬ 
ing  that  the  local  union  furnish  a  large  picture  of  the  late  Senator  Morris  Sheppard 
for  public  and  prominent  display.  Barry’s  letter  also  requested  a  history  of  the 
local  union  officers  and  a  history  of  the  organization. 

“His  letter  said,  in  part: 

“  ‘In  connection  with  the  forthcoming  meeting  of  the  Texas  Credit  Union  in 
Houston  next  month  and  the  once-in-a-lifetime  meeting  in  Houston  of  the  Credit 
Union  National  Association,  we  are  desirous  of  honoring  your  credit  union  as 
Federal  Credit  Union  No.  1.  We  are  proud  and  always  have  been  proud  that  the 
late  Senator  Sheppard  sponsored  the  Federal  Credit  Union  Act  and  that  we  in 
Texas  have  been  honored  by  having  charter  No.  1  with  his  name  in  the  title  of 
your  credit  union.’ 
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“Miss  Coopwood  said  she  was  currently  engaged  in  compiling  a  history  of  the 
union  and  would  send  the  pictures  as  requested.  Miss  Coopwood  said  Mrs. 
Richard  Arnold  had  made  available  to  the  union  a  large  picture  of  her  father, 
the  late  Senator  Sheppard. 

“It  is  not  known  at  this  time  whether  an  official  of  the  union  will  attend  the 
Houston  meetings  to  represent  the  local  organization. 

“Joe  C.  Dixon  is  president  and  H.  J.  Schlink  vice  president  of  the  credit  union.” 

In  1934  the  Honorable  Morris  Sheppard,  who,  incidentally,  was  one  of  the  great¬ 
est  humanitarians  I  ever  knew,  was  sponsoring  the  Federal  Credit  Union  Act. 
I  appreciate  the  efforts  being  made  by  my  hometown  credit  union  to  honor  the 
late  Senator  Morris  Sheppard.  Instead  of  introducing  a  bill  myself,  I 'joined  in 
the  effort  to  get  his  bill  passed.  It  was  S.  1639.  The  bill  passed  the  Senate 
May  4,  1934,  and  it  passed  the  House  June  16,  1934,  just  2  days  before  the  end 
of  that  session  of  Congress.  When  the  bill  was  before  the  House  I  made  the 
following  statement  concerning  it,  which  appears  on  page  12225  of  the  Congres¬ 
sional  Record  for  June  16,  1934: 

“Mr.  Speaker,  this  bill  comes  before  the  House  with  the  unanimous  support 
of  the  Committee  on  Banking  and  Currency.  I  wish  to  commend  the  Committee 
on  Banking  and  Currency  for  bringing  this  bill  out.  It  is  sponsored  by  Senator 
Sheppard,  of  Texas,  in  the  Senate.  This  is  his  bill.  I  think  it  one  of  the  most 
important  and  most  meritorious  bills  we  have  had  before  us  for  consideration  at 
this  session  of  Congress.  There  are  2,200  credit  unions  in  the  Nation  today. 
There  are  not  so  many  credit  unions  in  this  country  as  there  are  in  other  countries. 
There  are  literally  thousands  of  them  in  other  countries.  These  are  what  are 
known  as  baby  banks.  They  serve  a  great  need.  Between  two  and  three  billion 
dollars’  purchasing  power  each  year  is  destroyed  by  reason  of  excessive  interest 
rates  that  are  paid.  This  bill  is  sponsored  by  public-spirited  citizens  in  the 
interest  of  the  poorest  people  of  our  Nation,  one  of  whom  not  so  long  ago  borrowed 
$30  from  a  loan  office  and  actually  paid  back  $1,080,  and  was  then  sued  for  the 
original  $30. 

"This  bill  is  opposed  by  loan  sharks  and  shotgun  loan  offices.  It  serves  a  great 
need,  as  I  said.  Although  we  have  2,200  of  them  in  the  United  States,  I  think 
the  greatest  tribute  I  can  pay  to  the  services  of  those  in  charge  of  these  baby 
banks  is  that  during  the  depression  not  a  one  of  them  failed.  I  again  want  to 
commend  the  Committee  on  Banking  and  Currency  for  bringing  this  very  meri¬ 
torious  measure  before  us  for  consideration  and  passage.” 

The  bill  was  lost  in  the  confusion  at  the  end  of  the  session  the  night  of  the 
18th  of  June,  and  it  was  only  after  much  trouble  and  investigation  that  the  bill 
was  finally  located  and  signed  by  both  the  Speaker  of  the  House  and  the  Vice 
President  of  the  United  States.  It  was  my  pleasure  to  do  the  footwork  which 
led  to  the  location  of  the  bill.  It  was  later  approved  by  President  Franklin  D. 
Roosevelt,  June  26,  1934. 

I  have  always  been  a  strong  advocate  of  Federal  credit  unions,  and  I  have 
been  the  author  of  several  bills  to  strengthen  the  act.  The  following  statement 
discloses  the  status  of  the  Federal  credit  unions  in  Texas,  and  also  compares 
their  growth  with  the  State-chartered  credit  unions.  It  is  as  follows: 

Development  of  Federal  credit  unions  in  the  State  of  Texas ,  1940  to  1948,  inclusive 


Year  ending  Dec.  31 — 

Number 

operating 

Members 

Assets 

Loans  out¬ 
standing 

1940 . . 

267 

63,568 
74, 409 
65.  263 

$5, 120,  200 
6, 646, 239 
6,  262, 855 

6,  557,  266 
7, 030, 295 

7,  793, 201 
9,  587, 329 

12, 419, 841 
16, 665, 069 

$4, 200, 571 
5, 071, 474 
2, 641, 010 

1941 _ 

298 

1942 _ 

289 

1943 _ 

264 

60.  914 

2, 018, 192 
1, 901, 739 
2, 023, 970 
3, 636,  512 
6, 401, 042 
11,246,325 

1944 . . .  _ 

244 

56, 937 
55, 065 
60, 671 
73,  200 

1945 _ _ _ _ 

235 

1946 _ 

237 

1947 . . .  _ . 

245 

1948 _ _ 

268 

90, 460 
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Development  of  State  chartered  credit  unions  in  the  State  of  Texas,  1940  to  1948, 

inclusive 


Year  ending  Dec.  31 — 

Number 

operating 

Members 

Assets 

Loans  out¬ 
standing 

1940 _ _ _ 

89 

32, 910 
23,985 
24,  233 
19, 859 
21,015 
21,152 
21,407 
26,  204 

$3, 176, 277 

3,  500, 000 
3, 478,  502 
3, 617, 758 
3, 603, 765 
4,001,991 

4,  592,  643 
5, 612, 468 
7, 346, 460 

$2, 724, 237 
3, 100, 000 
1, 666, 151 
1,296, 617 
1,161,873 
1, 206, 926 
1,801,190 
2,981,042 
4, 963, 053 

1941  _ _ 

90 

1942  _ _  _ - _ _ 

102 

1943 _ _ 

88 

1944 _ _ _ 

84 

1945 _ _ _ _ _ 

84 

1946 _ _ _ _ 

83 

1947 . . . . . . 

84 

1948 _ _ 

85 

31,  204 

WHAT  IS  A  CREDIT  UNION? 

The  American  Federation  of  Labor,  901  Massachusetts  Avenue,  NW.,  Wash¬ 
ington,  D.C.,  has  prepared  an  interesting  leaflet  on  credit  unions.  I  have  taken 
the  liberty  of  making  a  few  changes  to  bring  the  folder  up  to  date,  and  I  am 
inserting  it  herewith.  It  is  as  follows: 

“credit  unions 

“  1.  What  is  a  credit  union?  A  credit  union  is  an  association  of  persons,  united 
by  some  common  bond  or  community  of  interest,  joined  together  in  a  cooperative 
endeavor  for  the  following  purposes: 

“  (a)  To  encourage  thrift  by  providing  a  safe,  convenient,  and  attractive  medium 
for  the  investment  of  the  savings  of  its  members. 

“(b)  To  eliminate  usury  and  increase  the  purchasing  power  of  its  members  by 
enabling  them  to  borrow  for  productive  and  other  beneficial  purposes  at  a  reason¬ 
able  cost. 

“  (c)  To  train  its  members  in  business  methods  and  self-government  and  bring 
them  to  a  full  realization  of  the  value  of  cooperation. 

“  (d)  The  credit  union  operates  through  a  board  of  directors,  a  credit  committee 
and  a  supervisory  committee  elected  by  and  from  the  members. 

“2.  When  was  the  first  credit  union  organized?  Frederick  William  Raiffeisen 
organized  the  first  credit  union  in  Germany  in  1848.  Today,  they  are  operating 
in  almost  every  country  of  the  world.  The  first  credit  union  charter  in  the 
United  States  of  America  was  granted  in  Massachusetts  in  1909.  There  are 
12,000  credit  unions  operating  throughout  the  United  States,  Canada,  Hawaii, 
Jamaica,  and  Panama  Canal  Zone. 

“3.  How  does  a  credit  union  differ  from  an  ordinary  bank? 

“(a)  It  promotes  systematic  thrift  by  encouraging  its  members  to  save  small 
sums  at  regular  intervals. 

“(b)  A  credit  union  can  be  of  service  to  all — such  as  a  community  organization, 
church  parish,  school  officers’  organization,  labor  unions,  factory  workers,  lodge 
members,  etc. 

“(c)  No  elaborate,  offices  furniture  or,  in  fnost  cases  at  least,  no  salaried  officials 
except  a  treasurer. 

“  (d)  Loans  are  made  only  to  members  and  for  provident  and  productive  pur¬ 
poses. 

“  (e)  Character,  honesty,  and  industry  are  required  for  membership  and  on  this 
basis  loans  are  made. 

“(f)  Control  is  vested  in  the  members  on  the  cooperative  principle  of  one  member, 
one  vote. 

“  (g)  All  profits  revert  to  the  members  after  expenses  of  operation  are  deducted. 

“4.  What  classes  of  people  do  credit  unions  serve?  Groups  bound  together  by 
a  common  bond  of  interest,  e.g.,  the  members  of  a  parish,  of  a  labor  union,  the 
workers  in  a  factory,  groups  in  which  personal  acquaintance  will  serve  as  an  im¬ 
petus  to  the  work.  The  size  does  not  really  matter.  Credit  unions  have  been 
found  to  work  well  in  groups  of  from  50  to  5,000,  as  long  as  some  bond  of  interest 
exists. 
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“5.  Why  should  I  become  a  shareholder? 

“(a)  Every  person  should  cultivate  the  habit  of  thrift. 

“(b)  An  accident,  illness,  unusual  family  condition,  or  other  provident  reasons 
may  at  some  future  time,  necessitate  your  needing  more  money  than  you  have 
readily  available. 

“  (c)  Every  person  should  grasp  the  opportunity  to  render  an  unselfish  service 
to  his  or  her  fellow  workers. 

“6.  How  may  I  become  a  shareholder?  By  paying  an  entrance  fee  of  25  cents 
and  subscribing  and  paying  either  25  cents,  50  cents,  $1  or  any  possible  amount  on 
a  $5  share  of  stock.  Only  one  entrance  fee  is  required. 

“7.  What  liability  does  the  shareholder  assume?  There  is  no  liability  to  the 
shareholder,  other  than  obligations  agreed  upon  when  subscribing  to  shares,  or 
when  making  a  loan. 

“8.  What  protection  is  offered  shareholders? 

“(a)  The  treasurer  is  bonded. 

“(b)  Payments  and  withdrawals  are  made  by  check  and  all  checks  must  be 
signed  by  the  treasurer  and  countersigned  by  the  president  of  the  board  of  direc¬ 
tors. 

“(c)  All  cash  receipts  must  be  deposited  regularly  in  a  bank  the  accounts  of 
which  are  federally  insured. 

“(d)  All  record  books  are  examined  monthly  or  quarterly  by  the  supervisory 
committee  of  the  credit  union  as  decided  upon  by  them,  as  well  as  once  a  year 
by  the  Bureau  of  Federal  Credit  Unions  or  State  government  authorities. 

“9.  May  a  member  withdraw  at  will?  Yes,  a  member  may  withdraw  his  shares 
and  deposits  on  any  day  the  credit  union  is  open  for  business.  Should  the  with¬ 
drawal  be  of  a  large  amount,  a  specified  period  of  time  may  be  required.  All 
withdrawals  must  be  made  at  the  office.  No  member  may  withdraw  shares  or 
deposits  who  owes  the  credit  union  money  or  is  the  guarantor  of  any  loan. 

“10.  What  constitutes  the  capital  of  a  credit  union?  The  capital  of  a  credit 
union  consists  of  the  pooled  savings  paid  in  on  shares  and  deposits  by  members. 

“11.  How  is  the  capital  used? 

“(a)  Loans  are  made  to  members  for  productive  and  provident  purposes, 
thereby  helping  the  member  to  help  himself.  For  instance:  To  pay  dental  bills, 
for  auto  financing,  to  buy  clothing,  to  buy  furniture,  to  buy  other  necessities,  to 
pay  bills,  to  pay  taxes,  to  pay  insurance,  for  medical  purposes,  for  educational 
purposes,  for  vacation  purposes,  for  business  purposes,  for  building  purposes,  to 
cooperatives. 

“(b)  According  to  the  Federal  credit  union  report  of  1947  outstanding  loans 
amounted  to  $91,372,197.  During  the  entire  period  of  Federal  credit  union 
operation  over  8  million  loans  have  been  made  to  members.  These  loans  total 
more  than  $1  billion. 

“12.  Your  credit  union  has  loan  protection  insurance.  Loan  protection  is  a 
plan  whereby  your  credit  union  is  insured  against  loss  due  to  the  death  or  total 
and  permanent  disability  of  borrowers. 

“In  other  words,  if  an  insured  borrower  becomes  totally  and  permanently 
disabled  before  attaining  age  60,  or  becomes  deceased  before  attaining  age  70,  the 
balance  of  the  loan  is  paid  in  full  and  the  security  offered  by  the  borrower  is 
released  from  any  liability. 

“This  service  is  helpful  to  the  credit  union  members  because  the  officers  will  not 
be  obliged  to  collect  further  payments  from  the  widow  and  cosigners,  or  take  over 
chattels  or  shares  that  may  have  been  given  as  security.  It  is  helpful  to  the  bor¬ 
rower,  for  he  does  not  have  to  worry  over  who  will  pay  the  loan  if  he  dies  or  be¬ 
comes  totally  and  permanently  disabled. 

“13.  What  interest  rate  is  charged  on  loans?  The  interest  rate  on  loans  is 
never  more  than  1  percent  per  month  on  the  unpaid  balance  or  1  percent  per  month 
on  each  dollar  not  repaid. 

“14.  How  does  a  member  apply  for  a  loan?  By  filling  out  an  application 
form,  giving  full  information  as  to  the  amount  required,  purpose  of  the  loan, 
duration  of  loan,  security  offered,  and  so  forth. 

“15.  What  constitutes  the  income  of  a  credit  union 

“(a)  The  interest  paid  on  loans  by  borrowing  members. 

“(b)  Interest,  if  any,  on  bank  balance,  including  in  many  credit  unions  deposits 
in  savings  banks. 

“(c)  Dividends  on  any  investments  which  may  have  been  made. 

“16.  What  is  done  with  the  yearly  earnings  of  a  credit  union?  After  operating 
costs  are  deducted  and  20  percent  set  aside  in  the  reserve  account  for  bad  loans, 
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the  dividend  to  be  paid  to  members  on  their  shares  is  decided  at  an  annual  general 
membership  meeting. 

“17.  How  should  a  group  proceed  to  organize  a  credit  union?” 

BILL  TO  STRENGTHEN  CREDIT  UNION  ACT 

At  this  session  of  Congress,  March  3,  1949,  I  introduced  a  bill  (H.R.  3201) 
concerning  credit  unions,  which  is  as  follows: 

“A  BILL  to  amend  the  Federal  Credit  Union  Act 

“Be  it  enacted,  etc.,  That  paragraph  (5)  of  section  7  of  the  Federal  Credit  Union 
Act  (12  U.S.C.,  secs.  1751-1772)  is  hereby  amended  by  striking  out  in  the  first 
sentence  thereof  the  following:  ‘with  maturities  not  exceeding  2  years.’ 

“Sec.  2.  Paragraph  (7)  of  section  7  of  the  Federal  Credit  Union  Act  is  hereby 
amended  by  striking  out  ‘and’  after  ‘(d)’  and  by  inserting  before  the  period  at 
the  end  of  such  paragraph  (7)  a  semicolon  and  the  following:  ‘and  (e)  in  shares 
of  central  credit  unions.’ 

“Sec.  3.  The  second  sentence  of  section  10  of  the  Federal  Credit  Union  Act 
is  hereby  amended  to  read  as  follows:  ‘The  annual  meeting  of  each  Federal  credit 
union  shall  be  held  at  such  time  during  the  following  January,  February,  or  March, 
and  at  such  place  as  its  bylaws  shall  prescribe.’ 

“Sec.  4.  The  fourth  sentence  of  subsection  (d)  of  section  11  of  the  Federal 
Credit  Union  Act  is  hereby  amended  to  read  as  follows:  ‘No  loan  in  excess  of 
$500  shall  be  made  without  adequate  security,  and  no  loan  shall  be  made  to  any 
member  which  shall  cause  such  member  to  become  indebted  to  the  Federal  credit 
union  in  the  aggregate,  upon  loans  made  to  such  member,  in  excess  of  $200  or 
10  percent  of  the  Federal  credit  union’s  paid-in  and  unimpaired  capital  and 
surplus,  whichever  is  greater.’ 

“Sec.  5.  Section  12  of  the  Federal  Credit  Union  Act  is  hereby  amended  to 
read  as  follows: 

“  ‘Sec.  12.  All  entrance  fees  and  fines  provided  by  the  bylaws  and  20  percent 
of  the  net  earnings  of  each  year,  before  the  declaration  of  any  dividend,  shall  be 
set  aside,  subject  to  terms  and  conditions  specified  in  the  bylaws,  as  a  reserve 
fund:  Provided,  however,  That  wrhen  the  reserve  fund  thus  established  shall  equal 
10  percent  of  the  total  amount  of  members’  shares  on  deposit,  no  further  transfer 
to  the  reserve  fund  from  net  earnings  shall  be  required  except  as  needed  to  main¬ 
tain  this  10  percent  ratio:  And  provided  further,  That  no  transfer  to  the  reserve 
fund  in  excess  of  fees  and  fines  and  20  percent  of  net  earnings  shall  be  required 
in  any  one  year.’  ” 


OBJECTIVES  OF  BILL  H.R.  3201 

The  object  of  this  bill  is  to  make  certain  amendments  to  the  Federal  Credit 
Union  Act,  as  follows: 

First.  Section  7  of  the  Federal  Credit  Union  Act  reads,  in  part,  as  follows: 

“Powers:  A  Federal  credit  union  shall  have  succession  in  its  corporate  name 
during  its  existence  and  shall  have  power — - 

*  *****  * 

“(5)  To  make  loans  with  maturities  not  exceeding  2  years  to  its  members  for 
provident  or  productive  purposes  upon  such  terms  and  conditions  as  this  chapter 
and  the  bylaws  provide  and  as  the  credit  committee  may  approve,  at  rates  of 
interest  not  exceeding  1  percent  per  month  on  unpaid  balances  (inclusive  of  all 
charges  incident  to  making  the  loan) :  Provided,  That  no  loans  to  a  director, 
officer,  or  member  of  a  committee  shall  exceed  the  amount  of  his  holdings  in  the 
Federal  credit  union  as  represented  by  shares  thereof.” 

It  is  proposed  to  amend,  paragraph  (5)  of  section  7  by  striking  out  the  words: 
“with  maturities  not  exceeding  2  years.” 

This  would  empower  a  Federal  credit  union  to  extend  its  loans  over  a  period 
greater  than  2  years.  It  would  leave  the  terms  of  repayment  of  loans  in  the  hands 
of  the  board  of  directors  and  credit  committee.  This  is  permissible  now  under 
practically  all  State  credit-union  laws. 

Second.  Section  7  of  the  Federal  Credit  Union  Act  reads,  in  part,  as  follows: 

“Powers:  A  Federal  credit  union  shall  have  succession  in  its  corporate  name 
during  its  existence  and  shall  have  powrer — 

He  *****  * 

(7)  To  invest  its  funds  (a)  in  loans  exclusively  to  members;  (b)  in  obligations  of 
the  United  States  of  America,  or  securities  fully  guaranteed  as  to  principal  and 
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interest  thereby;  (c)  in  accordance  with  rules  and  regulations  prescribed  by  the 
Governor,  in  loans  to  other  credit  unions  in  the  total  amount  no  exceeding  25 
percent  of  its  paid-in  and  unimpaired  capital  and  surplus;  (d)  and  in  shares 
or  accounts  of  Federal  savings  and  loan  associations.” 

It  is  proposed  to  amend  paragraph  (7)  of  section  7  by  striking  out  the  word 
“and”  appearing  as  the  first  word  in  subsection  (d)  thereof  and  by  striking  out 
the  period  at  the  end  of  subsection  (d)  thereof  and  by  substituting  for  such  period 
a  semicolon  and  by  adding  after  such  semicolon  “and  (e)  in  shares  of  central 
credit  unions.” 

Federal  credit  unions  now  have  the  power  to  invest  their  savings  in  Federal 
savings  and  loan  associations.  This  change  would  make  it  possible  for  them 
to  deposit  their  funds  in  their  own  central  organizations.  Many  states  do  now 
have  central  credit  unions  in  which  other  credit  unions  may  deposit  funds  and 
from  which  other  credit  unions  may  borrow.  For  example,  there  is  an  excellent 
central  credit  union  of  this  type  in  North  Dakota,  one  in  Minnesota,  one  in  Rhode 
Island,  and  several  other  States.  It  seems  just  as  reasonable  for  Federal  credit 
unions  to  be  able  to  invest  their  funds  in  central  credit  unions  as  it  is  for  them 
to  invest  funds  in  Federal  savings  and  loan  associations. 

Third,  Section  10  of  the  Federal  Credit  Union  Act  reads,  in  part,  as  follows: 

“Members’  meetings:  The  fiscal  year  of  all  Federal  credit  unions  shall  end  De¬ 
cember  31.  The  annual  meeting  of  each  Federal  credit  union  shall  be  held  at  such 
time  during  the  month  of  the  following  January  and  at  such  place  as  its  bylaws 
shall  prescribe.” 

It  is  proposed  to  change  the  second  sentence  of  section  10  to  read  as  follows: 

“The  annual  meeting  of  each  Federal  credit  union  shall  be  held  at  such  time 
during  the  following  January,  February,  or  March,  and  at  such  place  as  its  bylaws 
shall  prescribe.” 

This  would  permit  Federal  credit  unions  to  hold  their  annual  meetings  at  any 
time  during  January,  February,  or  March,  which  in  many  cases  would  be  a  great 
convenience.  The  members  of  Federal  credit  unions  are  in  most  cases  employees 
of  large  corporations  and  are  oftentimes  unusually  busy  during  the  month  of 
January,  which  is  frequently  the  close  of  the  corporation’s  year.  It  is  believed 
that  larger  attendance  could  be  obtained  at  the  annual  meeting  in  many  cases  if 
the  meeting  could  be  held  in  some  month  other  than  January. 

Fourth.  Section  II,  subsection  (d),  of  the  Federal  Credit  Union  Act  reads  in 
part  as  follows: 

“No  loan  shall  be  made  to  any  member  which  shall  cause  such  member  to 
become  indebted  to  the  Federal  credit  union  in  the  aggregate,  upon  loans  made 
to  such  member,  in  excess  of  $200  or  10  percent  of  the  Federal  credit  union’s 
paid-in  and  unimpaired  capital  and  surplus,  whichever  is  greater,  or  in  excess  of 
$300  unless  such  excess  over  $300  is  adequately  secured.” 

It  is  proposed  to  amend  the  fourth  sentence  of  subsection  (d)  of  section  11  to 
read  as  follows: 

“No  loan  in  excess  of  $500  shall  be  made  without  adequate  security  and  no 
loan  shall  be  made  to  any  member  which  shall  cause  such  member  to  become 
indebted  to  the  Federal  credit  union  in  the  aggregate,  upon  loans  made  to  such 
member,  in  excess  of  $200  or  10  percent  of  the  Federal  credit  union’s  paid-in  and 
unimpaired  capital  and  surplus,  whichever  is  greater.” 

This  change  increases  the  amount  which  may  be  loaned  without  security. 
Several  years  ago  the  Federal  Credit  Union  Act  was  amended  to  increase  the 
amount  which  may  be  loaned  without  security  to  $300.  It  is  felt  that  in  view 
of  present  monetary  conditions  $500  is  a  reasonable  limit.  The  management  of 
any  one  Federal  credit  union  of  course  has  the  right  to  set  a  smaller  limit  based 
on  conditions  within  the  particular  group. 

Fifth.  Section  12  of  the  Federal  Credit  Union  Act  now  reads  as  follows: 

“Reserves:  All  entrance  fees  and  fines  provided  by  the  bylaws  and  20  percent 
of  the  net  earnings  of  each  year,  before  the  declaration  of  any  dividends,  shall  be 
set  aside,  subject  to  terms  and  conditions  specified  in  the  bylaws,  as  a  reserve 
fund  against  possible  bad  loans.” 

It  is  proposed  to  amend  section  12  so  it  will  read  as  follows: 

“Sec.  12.  All  entrance  fees  and  fines  provided  by  the  bylaws  and  20  percent 
of  the  net  earnings  of  each  year,  before  the  declaration  of  any  dividend,  shall  be 
set  aside,  subject  to  terms  and  conditions  specified  in  the  bylaws,  as  a  reserve 
fund:  Provided,  however,  That  when  the  reserve  fund  thus  established  shall  equal 
10  percent  of  the  total  amount  of  members’  shares  on  deposit,  no  further  transfer 
to  the  reserve  fund  from  net  earnings  shall  be  required  except  as  needed  to  main¬ 
tain  this  10  percent  ratio:  And  provided  further,  That  no  transfer  to  the  reserve 
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fund  in  excess  of  fees  and  fines  and  20  percent  of  net  earnings  shall  be  required 
in  any  one  year.” 

At  present  the  Federal  credit  unions  must  set  aside  fees  and  fines  and  20  per¬ 
cent  of  net  earnings  each  year  in  a  reserve  fund.  This  change  would  make  it 
unnecessary  for  the  Federal  credit  union  to  set  aside  anything  in  the  reserve  fund 
after  the  reserve  fund  is  equal  to  10  percent  of  the  total  amount  of  the  members’ 
shares  on  deposit.  It  would  protect  the  credit  union  against  the  possibility  of 
being  compelled  to  transfer  more  than  fees  and  fines  and  20  percent  of  its  net 
earnings  to  the  reserve  fund  during  any  one  year.  This  is  a  standard  provision 
contained  in  many  State  laws.  A  reserve  fund  equal  to  10  percent  of  the  shares 
on  deposit  in  the  credit  union  has  been  found  to  be  ample.  At  present  the  reserve 
fund  may  be  used  only  to  offset  those  losses  which  are  brought  about  through 
bad  loans.  This  amendment  provides  that  the  reserve  fund  may  be  used  to  cover 
any  typ?  of  loss  sustained  by  the  Federal  credit  union,  such  as  depreciation  of 
securities,  and  so  forth. 

THE  FOLLOWING  SHORT  STORIES  ABOUT  CREDIT  UNIONS  ARE  SELF-EXPLANATORY 

This  story  is  from  the  mountain  country  of  Tennessee: 

Three  years  ago  a  wage  employee  at  Alcoa  with  a  good  name,  great  determi¬ 
nation,  a  family  of  10,  no  funds  but  with  a  definite  need — shelter  for  his  family- 
applied  for  a  credit  union  loan  to  “buy  13  acres  of  good  mountain  land  at  a 
bargain.” 

The  loan  was  made.  A  year  later  an  abandoned  church  was  to  be  sold  and 
removed.  In  it,  enough  good  lumber  and  metal  roofing  to  build  a  home  could  be 
found.  Another  loan  was  applied  for,  and  granted. 

At  the  end  of  another  year  filled  with  hard  work  and  great  determination,  the 
house  was  almost  completed  and  the  loan  almost  paid  up.  But  what  is  a  home 
without  water,  a  gravel  road,  and  a  few  modern  conveniences?  So  another  loan 
from  the  credit  union  was  granted  and  within  36  months  all  loans  were  paid  in  full. 

So  grateful  was  the  family  to  have  their  own  land  and  home  that  a  fish  fry  party 
was  arranged  in  the  Great  Smokies  for  the  credit  union  officers. 

All  the  guests  could  take  pride  in  a  job  well  done. 


“Take  $1  a  week  off  my  pay  and  put  it  into  the  credit  union,”  said  one  working 
girl  to  her  employer  when  the  credit  union  was  formed. 

She  didn’t  give  any  more  thought  to  the  matter,  and  never  missed  the  weekly 
$1  deduction  from  her  paycheck. 

At  the  annual  meeting  2  years  later  she  looked  at  her  passbook.  “Goodness,” 
she  commented,  “did  I  save  all  that  in  2  years?  I  didn’t  even  try  to  save.” 

Encouraged  by  the  way  her  credit  union  savings  had  mounted  up  without  any 
effort  on  he~  part,  she  quickly  put  her  mind  to  it  and  began  to  save  in  earnest. 
Now  she  has  more  than  $2,000  saved — covered  by  an  equal  amount  of  life  insur¬ 
ance  as  well,  at  no  charge  to  her, 


A  newspaperman  working  for  a  large  metropolitan  daily  had  one  weakness; 
he  was  addicted  to  betting  on  the  horses.  One  loss  led  to  another,  until  he  was 
getting  deeper  and  deeper  in  debt. 

He  borrowed  money,  first  from  reputable  lenders,  then  finance  companies, 
finally  from  the  most  disreputable  of  loan  sharks.  His  life  had  actually  been 
threatened  by  the  loan  sharks  and  he  was  on  the  point  of  losing  both  his  home  and 
his  job  when  his  credit  union  moved  into  the  picture. 

It  took  $4,600  to  pay  off  the  garnishees,  finance  companies,  and  loan  sharks, 
but  the  credit  union  made  the  loan.  With  the  help  of  his  credit  union  this  mem¬ 
ber’s  life  took  a  turn  for  the  better;  he  worked  harder  on  his  job,  earned  several 
promotions.  He  got  a  second  job  working  nights. 

This  was  several  years  ago,  but  recently,  when  he  and  his  wife  came  in  to 
borrow  again  for  some  furniture  for  their  home,  his  wife  confided  to  the  credit 
committee  that  their  homelife  had  undergone  a  miraculous  change.  “The  money 
is  only  a  small  part  of  what  we  owe  our  credit  union,”  she  said. 


From  the  treasurer  of  an  industrial  credit  union  in  Rockford,  Illinois: 

“About  5  years  ago  this  city  had  a  terrific  housing  shortage.  It  was  impossible 
to  find  an  apartment  or  house  to  rent;  you  had  to  buy. 
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“A  machinist,  with  his  wife  and  their  three  small  children,  had  to  find  a  new 
home  within  60  days. 

“He  had  no  savings;  his  only  financial  reserves  were  in  the  company’s  retire¬ 
ment  savings  plan.  He  was  on  the  point  of  quitting  his  job,  just  so  he  could 
get  this  money  for  the  downpayment. 

“We  explained  that  the  credit  union  was  meant  for  helping  people  like  him. 
He  said  he  had  no  security  to  offer.  We  told  him  his  reputation  and  character 
were  well  known  to  his  fellow  workers  at  the  plant,  who  after  all  were  the  owners 
of  the  credit  union,  and  that  no  security  would  be  required. 

“We  lent  him  $1,500. 

“Today,  that  loan  has  been  paid  off,  and  he  has  a  nice  nest  egg  of  savings 
accumulated  at  the  same  time.  His  family  has  a  comfortable  home,  and  he 
still  has  his  job,  his  seniority  at  the  plant,  and  a  comfortable  pension  waiting  for 
him  when  he’s  ready  to  retire.” 


From  a  credit  union  serving  an  electrical  manufacturing  company  in  Arkansas: 

“Used  to  be  every  Friday  the  sheriff  was  waiting  at  the  door  to  attach  the 
wages  of  a  lot  of  our  men.  Arkansas  law  allows  a  wage  attachment  to  85  percent 
of  the  man’s  wages,  and  we  had  some  men  who  were  attached  to  the  limit.  How 
they  managed  to  keep  going  I  don’t  know. 

“The  sheriff  used  to  serve  between  2  and  20  garnishment  papers  on  employees 
every  Friday.  Unskilled  workers  had  fallen  into  the  wage  assignment  vise.  Right 
inside  the  plant  there  were  a  few  workers  with  spare  cash  who  made  small  killings 
by  loaning  to  fellow  workers  at  usurious  rates. 

“The  credit  union  blocked  this  lucrative  traffic.  By  actual  count,  we  figure  the 
credit  union  has  cut  garnishments  down  to  10  percent  of  the  former  number.” 


From  a  credit  union  officer  in  Port  Allegany,  Pa.:  _ 

“Last  December  13,  our  entire  production  plant  closed.  It  took  6  full  weeks 
before  our  members  were  at  work  again.  During  this  time  only  the  salaried 
workers  had  their  regular  income.  The  hourly  employees  lost  all  of  their  wages 
and  had  to  depend  on  State  unemployment  compensation. 

“The  compensation  checks  should  have  arrived  weekly  but  in  many  instances 
they  arrived  2  to  3  weeks  late. 

“Fortunately,  our  credit  union  was  able  to  make  many  loans  during  this 
6-week  period  for  food,  utility  bills,  medical  expenses  and  other  emergencies.” 


From  the  wife  of  a  disabled  credit  union  member: 

“My  husband  was  stricken  with  a  severe  heart  attack  and  the  medical  reports 
do  not  give  us  any  hope  for  his  recovery.  He  has  been  in  a  veterans’  hospital 
for  some  time.  Maybe  you  can  imagine  how  I  felt  when  you  not  only  paid  the 
balance  of  our  loan  with  the  credit  union,  but  also  refunded  to  us  the  payments 
made  on  this  loan  after  m.y  husband  became  disabled.  With  the  small  annuity 
he  is  receiving  for  his  disability  retirement,  it  would  have  been  difficult  to  pay  off 
the  loan. 

“I  hope  all  credit  union  members  who  do  not  already  know,  will  learn  about 
your  loan  protection  insurance.” 

(There  is  no  charge  to  the  member  for  this  insurance.) 


“The  credit  union  in  this  post  office  isn’t  a  bank — it’s  a  religion,”  explained  a 
young  postal  employee  who  not  too  long  ago  found  himself  hopelessly  burdened 
with  obligations  to  pay  usurious  money  lenders  sums  amounting  to  about  $3,700. 

His  efforts  to  save  the  life  of  his  son  had  been  a  hard  and  costly  battle,  paying 
for  three  major  operations,  hospital  bills,  nurses,  and  finally,  his  son’s  funeral 
expenses. 

About  this  time,  the  treasurer  of  the  post  office  credit  union  heard  of  his  plight 
and  exerted  pressure  on  the  high  rate  lenders  to  settle  the  entire  debt  for  $800 
cash.  The  credit  union  then  lent  this  amount  to  the  bereaved  father.  The  loan 
was  secured  by  the  endorsement  of  39  fellow  workers,  all  that  could  crowd  their 
signatures  on  the  back  of  the  note. 
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EXPERT  ON  CREDIT  UNIONS  TESTIFIES 

Mr.  Patman.  In  the  hearings  before  the  Committee  on  Banking  and 
Currency  of  the  U.S.  Senate,  June  1,  1933,  Roy  F.  Bergengren  pre¬ 
sented  some  very  interesting  testimony  that  is  of  importance  today. 
It  is  inserted  herewith. 

(The  material  referred  to  follows :) 

Senator  Sheppard.  I  will  ask  that  Mr.  Roy  F.  Bergengren,  of  Boston,  Mass., 
who  has  done  more  to  promote  this  movement  than  any  other  man  in  the  United 
States,  be  now  heard. 

Senator  Bankhead.  Mr.  Bergengren,  we  will  be  glad  to  hear  from  you. 

STATEMENT  OF  ROY  F.  BERGENGREN,  BOSTON,  MASS.,  REPRESENTING  THE  CREDIT  UNION 

NATIONAL  EXTENSION  BUREAU 

Senator  Bankhead.  State  your  name,  residence,  and  your  business. 

Mr.  Bergengren.  My  name  is  Roy  F.  Bergengren.  My  address  is  5  Park  Square, 
Boston,  Mass.  I  represent  the  Credit  Union  National  Extension  Bureau.  In 
addition  I  represent  the  following : 

The  Minnesota  Credit  Union  League. 

The  Indiana  Credit  Union  League. 

The  140  credit  unions  in  the  Missouri  Credit  Union  League. 

The  Central  Illinois  Chapter  of  the  Illinois  Credit  Union  League. 

The  Iowa  Credit  Union  League. 

The  North  Carolina  Credit  Union  League. 

The  Credit  Union  League  of  Georgia. 

The  126  credit  unions  in  the  Illinois  Credit  Union  League. 

The  Denver  (Colo.)  Credit  Union. 

Chicago  Municipal  Employees  Credit  Union. 

The  Massachusetts  Credit  Union  League. 

The  2,000  members  of  the  Detroit  Teachers  Credit  Union. 

The  Department  of  Commerce  Credit  Union  of  Washington,  D.C. 

St.  Andrew’s  Credit  Union  of  St.  Louis,  Mo. 

The  credit  union  organization  department  of  the  Wisconsin  State  Banking 
Department. 

Sixty  credit  unions  in  Tennessee. 

Railway  Clerks’  Credit  Union  417,  of  Davenport,  Iowa. 

The  Adler  Credit  Union  (Adler  Manufacturing  Co.) ,  Louisville,  Ky. 

The  In-Com-Co  Credit  Union  (Interstate  Commerce  Commission),  of  Wash¬ 
ington,  D.C. 

The  1,057  members  of  the  Staley  Credit  Union  at  Decatur,  Ill. 

The  Postal  Credit  Union  of  Los  Angeles. 

The  Mengel  Body  Employees’  Credit  Union  of  Louisville,  Ky. 

The  Tucson  Credit  Union,  of  Tucson,  Ariz. 

The  Silvis  Shops  Credit  Union  of  the  Rock  Island  Railroad  at  Silvis,  Ill. 

The  Chesapeake  &  Ohio  Railway  Employees’  Credit  Union  of  Ashland,  Ky. 

Thb  credit  union  of  employees  of  the  Standard  Sanitary  Manufacturing  Co., 
of  Louisville,  Ky. 

The  credit  union  of  employees  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  of 
Birmingham,  Ala. 

The  Woodbury  County  Chapter  of  credit  unions  of  Sioux  City,  Iowa. 

The  Portland  Postal  Employees’  Credit  Union,  of  Portland,  Oreg. 

The  Louisville  Credit  Union  Chapter,  of  Louisville,  Ky. 

The  Municipal  Credit  Union  of  Los  Angeles,  Calif. 

The  Chicago  Yards  Credit  Union  of  Armour  &  Co. 

The  Louisville  Federal  Credit  Union,  of  Louisville,  Ky. 

The  Courier- Journal  and  Times  Credit  Union,  of  Louisville,  Ky. 

The  City  and  County  Employees’  Credit  Union,  of  St.  Paul,  Minn. 

The  Public  Service  Credit  Union,  of  Dallas,  Tex. 

Union  Teachers’  Credit  Union,  of  Chicago,  Ill. 

Albany  Hotel  Credit  Union,  of  Denver,  Colo. 

The  credit  union  of  employees  of  the  Denver  &  Salt  Lake  Railway  Co.  at 
Denver,  Colo. 


66 


FEDERAL  CREDIT  UNIONS 


union  resources.  I  show  you  a  table  which  is  an  analysis  of  the  development  of 
the  credit  union  in  the  Postal  Service.  That  is  a  typical  development.  It  shows 
the  beginning  back  in  1923  when  I  organized  the  first  one  with  eight  members, 
with  assets  of  $18.50.  Down  the  last  two  lines  you  will  see  the  development  of 
the  business  of  those  credit  unions  during  the  year  1932.  It  shows  you  that 
those  credit  unions  to  date  have  made  loans,  since  I  organized  the  first  one — 
and  they  all  started  with  nothing  and  developed  very  slowly  at  first — of  some¬ 
thing  like  $29,000,000. 

In  other  words,  in  every  post  office  that  I  have  been  in  from  one  end  of  the 
United  States  to  the  other  in  organizing  these  credit  unions  we  have  found  this 
serious  need  for  small-loan  service. 

I  do  not  know  whether  you  gentlemen  know  of  the  state  of  legislation  as 
regards  the  small  loans  business.  Something  like  22  States  of  the  United  States 
have  at  one  time  or  another  enacted  laws  permitting  the  private  lender  to 
charge  3%  percent  a  month  on  loans  of  $300  and  less. 

Senator  Goldsborough.  That  has  been  limited,  though,  by  statute  in  most  of 
the  States. 

Mr.  Bergengren.  Twenty-two  States  have  enacted  laws  permitting  the  charge 
of  3%  percent  a  month  on  loans  of  $300  and  less,  and  it  has  been  decreased  in 
some  States,  but  the  theory  is  that  if  the  private  lender  cannot  get  42  percent 
on  those  small  loans  the  business  will  just  go  to  the  unlicensed  lender,  who 
operates  outside  of  the  law,  at  rates  which  make  the  42  percent  seem  reasonable. 

Senator  Goldsborough.  Have  not  the  Morris  Plan  banks  relieved  that  a  little? 

Mr.  Bergengren.  They  have  relieved  the  situation  a  little.  Their  rates  are, 
however,  higher  than  the  credit  unions.  But  the  credit  union  steps  into  this 
field,  and  so  far  as  the  particular  group  is  concerned  the  credit  union  is  the  bank 
of  credit  of  its  members.  The  member  goes  to  it  with  his  credit  problem  and  has 
it  solved  at  a  normal  rate  of  interest.  Each  year  before  declaring  their  divi¬ 
dends  they  set  aside  20  percent  of  their  net  as  a  surplus  against  the  possibility 
of  occasional  bad  loans. 

Each  one  of  these  credit  unions  is  self-managed;  that  is,  it  is  managed  by  a 
board  of  directors  chosen  by  and  from  the  members.  The  board  of  directors  con¬ 
ducts  the  business.  The  treasurer,  who  is  elected  by  and  from  the  board,  is  the 
manager.  Incidentally  every  credit  union  is  a  cooperative  society.  That  is,  if 
I  have  one  $5  share  in  it  I  have  one  vote  in  its  business.  If  I  have  5,000  shares,  I 
have  one  vote  just  the  same.  It  is  an  organization  of  members ;  not  an  organiza¬ 
tion  of  shares. 

Senator  Goldsborough.  Who  votes  on  membership? 

Mr.  Bergengren.  That  is  determined  in  each  case  by  the  board  of  directors 
passing  on  all  applications  for  membership,  which  must  be  endorsed  in  each 
case  by  one  director.  And  then,  of  course,  the  person  must  be  eligible,  because 
he  must  belong  to  the  group  within  which  the  credit  union  operates. 

Leaving  that  for  a  moment,  I  want  to  speak  very  briefly  about  the  origin  and 
development  of  credit  unions  in  order  to  bring  you  up  to  their  record  during  the 
depression,  which  will  bring  us  immediately  to  the  question  of  these  bills. 

The  first  credit  union,  as  you  know — Senator  Sheppard  has  been  a  student  of 
these  things  for  a  good  many  years  and  could  tell  you  about  them — the  first  of 
these  credit  unions  was  organized  in  Germany  by  a  German  economist  named 
Raiffeisen  in  1848.  It  was  organized  during  a  period  of  famine.  He  spent  the 
remaining  40  years  of  his  life  developing  these  credit  unions. 

From  Germany  the  idea  spread  very  rapidly  to  various  parts  of  the  world, 
until  in  1900  a  French  Catholic  named  Desjardins  in  Canada  started  to  organize 
a  few  credit  unions  in  Catholic  Church  parishes  in  the  Province  of  Quebec. 

In  1906  Mr.  Edward  A.  Filene,  of  Boston,  came  across  these  credit  unions  in 
Germany,  and  in  1909  he  cooperated  with  our  then  bank  commissioner,  Pierre 
Jay,  who  subsequently  became  chairman  of  the  Federal  Reserve  bank  in  New 
York,  to  put  a  bill  on  our  statute  books  which  would  make  credit  unions  possible 
in  Massachusetts.  He  spent  some  years  in  developing  the  work,  following  it  up 
very  closely. 

In  1921  Mr.  Filene  and  I  organized  what  is  called  the  “Credit  Union  National 
Extension  Bureau.”  Mr.  Filene  is  “Credit  Union  National.”  I  am  “Extension 
Bureau.”  The  agreement  was  that  I  would  give  up  everything  else  that  I  was 
doing  and  devote  myself  to  the  work  of  trying  to  extend  credit  unions  nationally. 
Mr.  Filene  agreed  to  furnish  all  the  money  that  that  would  cost.  Mr.  Filene’s 
theory  is  that  in  extending  credit  unions  he  is  promoting  thrift  at  a  time  when 
thrift  promotion  is  necessary.  Also  he  is  establishing  a  plan  whereby  this  small- 
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loans  evil,  which  is  a  terrible  burden  on  the  workingman  and  workingwoman  and 
on  small  farmers,  is  being  eliminated.  And,  above  all,  he  is  teaching  people  what 
dividends  are,  what  interest  is,  what  money  is  all  about,  bow  to  manage  it  con¬ 
servatively  and  for  their  own  best  interests.  Mr.  Filene’s  theory  in  financing  the 
work  is,  I  repeat,  that  he  is  thereby  promoting  the  public  good  by  developing  thrift 
through  the  credit  unions,  solving  the  short-term  credit  problems  of  the  worker, 
the  small  business  man,  and  the  farmer,  freeing  them  from  the  usurious  money 
lenders,  and  teaching  sound  economic  lessons  at  a  time  when  such  teaching  is 
very  essential. 

I  have  spent  of  Mr.  Filene’s  money  about  $SOO,000  extending  the  credit  unions 
nationally  as  a  completely  disinterested  public  service,  just  as  though  we  were 
building  libraries  or  establishing  colleges  or  hospitals  or  something  of  that  sort 
and  without  monetary  or  any  other  return. 

We  have  credit  union  laws  in  38  States.  Governor  Pinchot  signed  the  thirty- 
eighth  bill  a  few  days  ago  in  Harrisburg.  You  have  a  credit  union  law  in  the 
District  of  Columbia  which  you  gentlemen  enacted  in  the  1932  session  of  Con¬ 
gress,  which  is  now  developing  some  magnificent  credit  unions  right  within  sight 
of  where  I  am  now. 

Our  job  in  connection  with  these  credit  unions  has  been,  first,  to  assist  in  the 
matter  of  getting  laws  enacted.  Then  our  job  has  been  to  assist  anybody  and 
everybody  interested  to  organize  credit  unions.  The  last  one  I  organized  was  in 
the  Colonial  Beacon  Oil  Co.,  the  first  credit  union  in  the  Standard  Oil  Co.  And 
in  this  process  we  have  come  now  in  cooperation  with  the  Farm  Bureau  Federa¬ 
tion,  the  Farmer’s  Union,  and  the  National  Grange  and  other  rural  organizations 
to  extend  the  credit  union  to  farmers,  because  particularly  small  farmers,  as  you 
all  know,  are  very  badly  off  as  regards  the  availability  of  normal  credit  re¬ 
sources. 

We  have  now  approximately  2,000  credit  unions  in  the  United  States  with  ap¬ 
proximately  350,000  members,  and  resources  of  about  $50,000,000  spread  from 
here  to  California.  These  credit  unions  are  self-managed  by  working  people. 
They  operate  under  the  same  rules  and  subject  to  exactly  the  same  regulations 
as  State  banks,  subject  to  annual  examination  by  the  department  of  banking 
under  which  they  do  business,  with  the  same  authority  in  the  State  banking 
departments  to  close  a  credit  union  for  cause,  that  the  State  banking  department 
has  to  close  a  bank  under  its  jurisdiction  for  cause. 

As  I  have  said,  we  are  operating  now  in  35  States  and  in  the  District  of 
Columbia.  Three  of  our  State  laws  are  so  recent  that  we  have  not  gotten  started 
yet.  We  are  operating  in  the  Distinct  of  Columbia  under  the  supervision  of  the 
Comptroller  of  the  Currency. 

Although  composed  of  the  people  whom  I  believe  are  the  hardest  hit  by  the 
depression,  although  obliged  to  enlist  our  management  from  among  our  own 
people  without  the  aid  of  all  the  skill  and  expertness  that  banks  are  able  to 
employ,  we  have  come  through  this  industrial  depression  without  any  failures 
of  credit  unions  which  we  have  organized,  or  involuntary  liquidations,  and  we 
have  had  none  of  our  societies  closed  up  by  State  banking  departments,  although 
in  some  States  some  of  our  societies  are  now  bigger  than  the  average  bank  in 
the  State.  That  is  the  finest  record,  I  believe,  that  has  ever  been  established  by 
any  form  of  banking  anywhere  under  similar  conditions  of  stress.  It  has  re¬ 
quired  a  great  deal  of  courage,  but  yet  the  record  stands,  and  we  have  come 
through. 

It  seems  to  me  in  the  first  place — and  now  I  am  getting  to  these  bills — that 
there  is  something  tremendously  hopeful  in  this  record  at  this  particular  time. 
If  the  rank  and  file  of  the  people  of  the  United  States,  ordinary  working  people, 
small  farmers  out  in  the  rural  districts,  can  develop  from  within  themselves  the 
capacity  to  manage  money  and  manage  it  honestly  and  efficiently,  do  the  business 
that  the  credit  unions  are  doing,  then  I  think  we  can  still  have  hope  that  some¬ 
how  or  other  we  are  going  to  dig  ourselves  out  of  this  mess  we  are  in,  and  that 
we  are  going  to  go  ahead  and  accomplish  the  bigger  and  the  finer  things  that  we 
set  out  to  accomplish  a  great  many  years  ago  in  America.  And  it  seems  to  me 
also  that  these  credit  unions  now  have  earned  the  right  to  pretty  serious  con¬ 
sideration  because  of  the  fact  that  they  have  established  this  record  and  they 
have  done  this  work  during  the  depression. 

I  am  not  certain  as  to  how  much  I  should  go  into  detail  as  to  the  future  of 
the  credit  union.  The  credit  union  is  in  the  banking  field  what  the  Ford  car 
was  when  the  Ford  car  had  a  monopoly  of  the  small-car  field.  It  is  not  a  com¬ 
petitor  of  a  bank.  Never  has  been  and  never  will  be. 
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Senator  Goldsborough.  May  I  interrupt  you  right,  there?  Is  there  any  opposi¬ 
tion  on  the  part  of  commercial  banks  to  the  establishment  of  credit  unions? 

Mr.  Bergengren.  No  ;  I  think  not.  Occassionally  here  and  there  they  misun¬ 
derstand,  but  nothing  serious ;  no. 

Senator  Goldsborough.  Is  not  your  primary  object  to  get  rid  of  the  small-loan 
business  ?  . 

Mr.  Bergengren.  Yes. 

Senator  Goldsborough.  And  afford  an  opportunity  for  the  borrower  to  borrow 
small  sums  of  money  at  reasonable  and  fair  rates? 

Mr.  Bergengren.  Yes,  sir ;  that  is  what  we  are  trying  to  do.  And  we  have 
had  much  and  splendid  cooperation  from  many  banks. 

But  the  point  I  wanted  to  make  was  this,  that  during  the  industrial  depres¬ 
sion  we  have  had  our  problems,  and  those  have  been  pretty  serious  problems 
as  you  can  imagine. 

The  first  one  of  those  problems  is  the  problem  which  we  are  trying  to  solve 
by  two  of  these  bills,  namely,  by  S.  1640  and  S.  1641,  the  two  short  bills.  The 
losses  that  the  credit  unions  have  had  to  absorb  have  been  the  losses  due  to  the 
failure  of  their  banks.  I  am  not  saying  that  by  way  of  criticism  of  the  banks, 
because  I  have  been  close  to  the  situation  and  I  know  something  of  the  diffi¬ 
culties  that  the  banks  have  been  up  against.  But  I  do  say  that  in  the  protection 
of  credit  unions,  so  that  the  credit  unions  will  be  able  to  carry  on,  and  carry  on 
successfully,  and  to  carry  on  safely  and  securely,  they  do  need  now  the  protec¬ 
tion  that  is  given  in  these  bills. 

Let  me  first  take  the  bill  having  to  do  with  the  Postal  Savings.  Prior  to  the 
bank  holiday  somewhere  between  500  and  600  of  our  credit  unions  had  to  absorb 
losses  due  to  the  failure  of  banks.  In  many  small  communities  today  there  are 
no  banks  left;  and  if  what  some  of  the  bankers  tell  me  is  true,  and  I  think  it 
must  be,  there  are  going  to  be  a  great  many  small  communities  which  in  the 
past  never  should  have  had  banks  because  they  never  were  able  to  support 
banks,  they  never  had  the  business  that  would  warrant  the  overhead  that  is 
incident  to  running  a  bank — that  many  of  those  small  communities  are  going  to 
he  without  banks. 

I  was  approached  recently  by  a  business  man  of  parts  who  purported  to  repre¬ 
sent.  the  two  largest  banks  in  his  State,  urging  that  we  now  cooperate  to  make 
a  survey  of  his  State  with  the  thought  in  view  of  locating  these  places  where 
there  should  be  some  kind  of  banking  service,  but  where  the  communities  are  too 
small  according  to  the  experience  of  hanking  in  that  State  to  warrant  the  organi¬ 
zation  of  a  commercial  bank,  with  the  thought  that  these  banks  would  cooperate 
with  us,  and  that  we  organize  little  community  credit  unions  in  those  places  of 
the  type  which  have  been  so  successful  in  Germans'. 

But  in  many  of  our  small  credit  unions  we  found  ourselves  prior  to  the  bank 
holiday  and  since  with  no  place  where  we  could  put  money  except  in  a  safe- 
deposit  box  or  even  failing  that  perhaps  in  an  ordinary  safe.  Perhaps  the  union 
was  located  in  a  town  where  there  was  not  even  a  good  safe  deposit  department 
available  for  our  use.  And  many  of  our  credit  unions  have  all  during  that  period 
been  writing  me  and  asking,  “Can  we  now  take  our  account,  to  the  extent  of 
the  limits  provided  in  the  law” — which  I  believe  is  ,$2,500 — “and  put  it  in  the 
Postal  Savings”?  While  it  is,  of  course,  true  that  the  Postal  Savings  was  designed 
to  take  care  of  the  small  savings  of  individuals,  yet  it  is  equally  true  that  every 
credit  union  is  nothing  but  that,  except  that  a  credit  union  is  an  accumulation  of 
the  small  savings  of  several  individuals  of  small  means. 

The  average  credit  union  does  not  carry  a  very  great  balance  in  the  bank 
because  we  keep  our  money  working  all  the  time.  But  if  a  credit  union  in  a 
community  has  no  other  place  to  take  its  money,  and  if  it  could  take  its  money 
down  to  the  Postal  Savings  and  put  its  money  in  up  to  the  limit  of  the  Postal 
Savings  law.  it  does  not  seem  to  me  that  that  would  either  bother  the  admin¬ 
istration  of  the  law  or  violate  the  principle  of  the  law;  because,  as  I  say,  every 
one  of  those  accounts  would  be  an  account  composed  of  lots  of  little  individual 
items,  of  the  small  accounts  of  the  credit-union  members. 

Senator  Goldsborough.  You  spoke  about  some  of  the  losses  sustained  by  reason 
of  the  bank  holiday.  The  bill,  S.  1640,  provides  that  you  shall  have  the  authority 
to  deposit  funds  of  credit  unions  in  the  Postal  System. 

Mr.  Bergengren.  Yes,  sir. 

Senator  Goldsborough.  Heretofore  I  suppose  you  have  been  making  your  de¬ 
posits  where  your  money  was  not  kept  working,  though  you  endeavored  to  keep 
it  working  as  far  as  possible - 

Mr.  Bergengren.  Yes,  sir. 
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Senator  Goldsborough  (continuing).  In  the  various  State  and  National  banks? 

Mr.  Bergengren.  Yes.  And  we  shall  continue  to  do  that. 

Senator  Goldsborough.  And  this  law  would  have  the  tendency  to  take  them 
out  of  those  institutions  and  put  them  in  the  Postal  Savings,  would  it  not? 

Mr.  Bergengren.  I  think.  Senator,  the  tendency  would  he  this — and  this  is  just 
what  the  credit-union  people  tell  me:  They  would  not  cease  their  checking  opera¬ 
tions  with  the  local  banks,  because  they  could  not  very  well  do  that  if  there  is 
a  local  bank.  But  you  must  bear  in  mind  that  in  many  of  these  communities, 
there  are  no  batiks,  and  very  little  prospect  of  having  banks.  But  a  credit  union 
needs  a  checking  system,  and  therefore  the  credit  union  is  going  to  do  business 
with  a  commercial  bank  always  if  one  is  available.  Incidentally,  we  have  not  had 
a  run  during  the  depression. 

credit  unions 

Take,  for  instance,  the  schoolteachers  of  Detroit.  There  is  a  very  large  credit, 
union  with  about  $450,000,  doing  a  magnificent  service  for  something  like  3,000 
schoolteachers  in  that  city.  That  credit  union  is  run  in  splended  fashion.  It 
is  in  g  eat  shape.  And  then  along  comes  the  bank  holiday  and  tied  up  all  of 
its  cash,  tied  it  up  in  knots.  If  that  credit  union  had  been  able  to  keep,  for 
example,  some  money  in  a  Federal  Reserve  bank  just  to  have  it  there  so  that 
when  the  emergency  came  it  could  go  to  the  Federal  Reserve  bank  to  draw 
against  its  deposits,  that  fact  would  not  have  interrupted  its  normal  business 
with  its  bank.  Its  checking  business  would  have  gone  on  just  the  same  with 
some  operating  commercial  bank. 

But  a  credit  union  operates  on  a  weekly  basis  with  the  money  coming  back 
each  week  from  repayment  of  loans  which  are  ail  paid  on  an  installment  basis, 
and  payments  of  shares  which  are  all  paid  on  an  installment  basis,  so  if  a  credit 
union  in  an  emergency  can  have  in  a  Federal  Reserve  bank  a  relatively  small 
deposit,  so  that  it  always  has  got  some  cash  that  it  can  lay  its  hand  on,  the  credit 
union  is  going  to  get  along  all  right. 

I  understand  that  the  Glass  bill,  for  example,  provides  that  Morris  Plan  Banks 
can  have  membership  in  the  Federal  Reserve  System.  I  am  in  favor  of  that. 
The  Morris  Plan  Banks  are  doing  a  splendid  job.  The  small-loan  field  is  a  very 
large  one.  The  exactions  of  usurers  in  this  field,  however,  are  very  great.  For 
instance,  one  man  borrowed  $30  and  his  receipts  showed  that  he  had  paid  in 
interest  $1,080,  and  he  was  then  sued  for  the  $30,  and  that  was,  it  seemed  to 
me,  rubbing  it  in.  He  paid  3,600  percent  for  the  time  he  had  the  loan. 

Senator  Goldsborough.  Do  you  have  any  usury  laws  in  your  State? 

Mr.  Bergengren.  Well,  they  are  a  good  deal  like  the  prohibition  laws.  The 
man  who  needs  to  borrow  money  is  completely  at  the  mercy  of  the  only  man  who 
will  give  it  to  him.  1  had  a  case  in  my  office  the  other  day  of  a  principal  of  a 
grammar  school  who  brought  in  a  roll  of  receipts  on  money  that  he  had  bor¬ 
rowed.  I  said  to  him,  “I  am  glad  you  paid  it  up.”  He  said,  “I  have  not  paid 
anything  on  the  loan.  This  all  represents  interest.”  I  said,  “Do  you  mind  if 
I  put  it  through  the  adding  machine?”  He  said  “No.”  He  had  paid  during  a 
year  and  10  months  in  interest  the  principal  sum  14  times  over  and  he  still 
owed  the  principal  sum.  He  did  it  to  save  the  life  of  his  wife.  And  he  did 
pretty  nearly  what  any  one  of  us,  I  guess  would  do. 

The  Morris  Plan  Banks  have  been  recognized  by  this  new  banking  bill  as 
organizations  which  should  have  access  to  the  Federal  Reserve  System.  I  be¬ 
lieve  in  that.  I  think  it  is  fair.  I  think  it  is  fine.  I  think  it  is  an  improvement 
of  the  Federal  Reserve  System.  But  it  seems  to  me  that  it  would  be  rather 
illogical  not  to  permit  credit  unions  to  have  similar  rights.  These  credit  unions 
are  composed  of  working  people.  They  are  composed  of  the  people  who  have 
the  smallest  savings,  whose  savings  should  be  subjected  to  the  greatest  possible 
safeguards. 

Senator  Goldsborough.  Are  you  going  to  give  us  an  outline  of  S.  1639? 

Mr.  Bergengren.  I  made  a  little  brief  with  a  few  supporting  statistics  sum¬ 
marizing  each  of  the  bills  in  one  short  paragraph,  and  then  the  arguments  in 
favor  of  it.  I  thought  if  you  cared  to  take  that  you  would  have  the  whole  story 
in  there. 

Senator  Siieppard.  Would  it  not  be  well  to  put  that  statement  in  the  record  at 
the  close  of  your  remarks,  as  a  supplement  to  your  remarks? 

Mr.  Bergengren.  I  will  be  glad  to  do  that. 

Senator  Bankhead.  You  may  put  that  statement  in  the  record. 

Senator  Siieppard.  At  the  close  of  your  remarks. 
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Mr.  Bergengren.  I  would  like  to  leave  the  two  short  bills  for  a  moment  and 
proceed  to  the  long  bill,  because  this  long  bill  is  more  complicated.  I  can  ex¬ 
plain  it  very  briefly.  That  is  S.  1639.  Before  I  leave  particularly  the  bill  which 
has  to  do  with  our  possible  association  with  the  Federal  Reserve  bank,  I  do 
hope  and  do  most  earnestly  beseech  you  gentlemen  that  that  bill  be  incorporated 
as  nearly  as  possible  in  the  Glass  bill,  which  is  now,  as  I  understand,  pending 
before  Congress. 

Senator  Bankhead.  That  is  a  question,  because  the  Glass  bill  has  passed  the 
Senate. 

Senator  Goldsborough.  It  is  in  conference. 

Senator  Bankhead.  It  is  in  conference.  We  could  not  put  anything  in  it  now. 

Senator  Goldsborough.  No  ;  we  cannot  put  anything  in  it  now. 

Mr.  Bergengren.  Then  I  hope  very  much,  in  spite  of  the  fact  that  I  realize 
that  this  session  is  coming  very  shortly  to  a  close,  that  this  short  bill,  the  prin¬ 
ciple  of  which  seems  to  me  so  clear,  the  precedent  for  which  has  been  so  estab¬ 
lished  by  including  the  Morris  Plan  Bank  in  the  Glass  bill,  that  with  these  credit 
unions  all  over  the  United  States  carrying  on  so  successfully  and  doing  such  a 
magnificent  job,  that  that  bill  might  he  enacted. 

I  might  say,  incidentally,  that  there  have  been  92  credit  unions  organized 
since  April  8.  Credit  unions  are  one  form  of  banking.  I  do  not  know  whether 
I  ought  to  use  the  word  “banking,”  because  at  home  whenever  there  are  any 
penalties  handed  out  we  are  “banks,”  and  when  any  medals  are  being  distributed 
we  are  not  “banks.”  As  I  said,  since  April  8,  1933,  92  credit  unions  have  been 
organized  in  the  United  States,  and,  as  I  have  noted,  we  still  have  a  record 
which  has  never  been  even  approximated.  That,  it  seems  to  me,  entitles  us  to  a 
great  deal  of  consideration. 

Senator  Bankhead.  Let  me  ask  you  a  few  questions  right  here  so  that  I  can 
get  this  organization  more  clearly  in  my  mind.  Have  you  got  a  central  organi¬ 
zation,  or  is  it  all  limited  to  groups? 

Mr.  Bergengren.  The  Credit  Union  National  Extension  Bureau,  which  I  rep¬ 
resent,  is  Mr.  Filene  and  myself  in  a  sort  of  partnership  in  extending  credit 
unions  as  a  disinterested  public  service.  For  that  we  get  nothing  directly  or 
indirectly.  There  is  no  obligation  that  attaches  to  anything  we  do.  The  only 
influences  we  have  over  credit  unions  is  moral.  I  mean  by  that,  we  organize 
them,  and  we  have  had  a  lot  to  do  with  getting  laws  through,  and  when  a  ques¬ 
tion  comes  up  involving  the  interpretation  of  a  tax  law,  for  example,  we  handle 
that  for  them. 

Senator  Bankhead.  Tour  services  are  entirely  patriotic? 

Mr.  Bergengren.  Entirely.  Mr.  Filene  has  financed  this  work  since  we 
started  it  in  1921,  completely  out  of  his  own  personal  purse.  I  do  not  know 
whether  you  know  Mr.  Filene  or  not.  He  is  a  bachelor,  and  for  many  years  I 
have  been  identified  with  him,  mostly  spending  his  money.  Mr.  Filene  is  the 
only  man  I  know  of  that  does  not  own  an  automobile.  Mr.  Filene’s  conception 
of  life  is  to  turn  his  money  as  much  as  possible  into  disinterested  public  service. 

Senator  Bankhead.  You  organize  local  groups? 

Mr.  Bergengren.  Yes. 

Senator  Bankhead.  Let  us  say,  for  instance,  you  go  to  Baltimore  and  you  go 
into  a  certain  kind  of  a  store.  Do  you  include  just  one  store  in  that  group? 

Mr.  Bergengren.  Yes.  The  organization  of  a  group  depends  to  a  certain  ex¬ 
tent  on  geographical  distribution.  For  instance,  members  of  the  union  have 
to  be  close  enough  geographically  so  as  to  operate  effectively. 

Senator  Bankhead.  Take  the  clerks  in  stores.  Who  are  eligible  in  the  group 
if  you  organize  one  in  Baltimore? 

Mr.  Bergengren.  Take,  for  instance,  the  Tennessee  Coal,  Iron  &  Railroad  Co. 
in  Birmingham,  Ala.  There  we  have  the  T.C.I.  Credit  Union. 

Senator  Bankhead.  And  it  is  limited  to  a  single  employer? 

Mr.  Bergengren.  Yes. 

Senator  Bankhead.  The  group,  then,  must  be  composed  of  people  employed 
by  the  same  company? 

Mr.  Bergengren.  Yes,  or  on  the  other  hand,  it  might  be  such  an  organization 
as  those  we  are  organizing  in  cooperation  with  the  National  Catholic  Welfare 
Conference.  We  are  organizing  a  great  many  of  them  in  cooperation  with  the 
conference. 

Senator  Bankhead.  In  the  same  town  you  may  have  a  great  many  groups? 

Mr.  Bergengren.  Yes. 

Senator  Bankhead.  Is  there  any  coordination  or  association  between  those 
groups  in  a  certain  town? 
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Mr.  Bergengren.  If  there  are  enough  of  them,  they  are  very  apt  to  get  to¬ 
gether  in  some  kind  of  informal  city  organization. 

Senator  Bankhead.  But  you  have  no  real  plan  or  requirement? 

Mr.  Bergengren.  No.  We  have  no  plan  for  that;  but  we  do  have  a  plan  for 
their  organization  in  State  leagues.  For  instance,  Alabama  has  already  an 
informal  State  league. 

Senator  Bankhead.  But  each  company  group  is  a  separate  unit? 

Mr.  Bergengren.  Yes;  an  entirely  separate  unit. 

Senator  Bankhead.  And  what  is  the  minimum  number  of  the  membership? 

Mr.  Bergengren.  We  have  not  found  it  practical  to  organize  a  credit  group 
unless  there  be  SO  potential  members.  Otherwise  it  would  be  too  small. 

Senator  Bankhead.  What  is  the  cost  of  the  individual  share? 

Mr.  Bergengren.  $5.  Payable  25  cents  a  payday.  Or  he  can  pay  for  it  in 
cash  if  he  wants  to. 

Senator  Bankhead.  He  pays  his  25  cents  on  each  payday? 

Mr.  Bergengren.  Yes. 

Senator  Bankhead.  Suppose  you  had  two  paydays  a  week? 

Mr.  Bergengren.  It  would  operate  probably  on  a  weekly  basis,  because  the 
management  of  the  credit  union  is  also  within  the  group,  and  there  would  be 
a  lot  of  detail  in  operating  a  credit  union  on  the  basis  of  paying  twice  a  week. 

Senator  Bankhead.  Have  you  any  uniform  rule  as  to  so  many  payments  a 
month? 

Mr.  Bergengren.  No ;  we  have  no  uniform  rule. 

Senator  Bankhead.  In  some  sections  payment  is  made  once  a  month ;  some¬ 
times  twice. 

Mr.  Bergengren.  Take,  for  instance,  the  postal  credit  unions,  298  of  them. 
They  operate  on  a  semimonthly  basis  because  in  the  Postal  Service  they  are  paid 
on  the  semimonthly  basis. 

Senator  Bankhead.  Is  that  left  entirely  to  the  group  as  to  how  often  they 
would  make  the  payments? 

Mr.  Bergengren.  Yes. 

Senator  Bankhead.  Even  though  they  receive  their  pay  twice  a  week  they 
arrange  to  make  payments  once  a  week 

Mr.  Bergengren.  Yes.  I  suppose  90  percent  operate  on  a  weekly  basis. 

Senator  Bankhead.  The  cost  of  a  share,  you  said,  is  $5;  and  they  pay  on  the 
basis  of  25  cents  weekly? 

Mr.  Bergengren.  Yes. 

Senator  Bankhead.  They  only  make  20  payments,  then? 

Mr.  Bergengren.  Yes.  But  that  is  so  and  that  is  not  so.  You  see,  the  theory 
of  a  credit  union  is  this ;  Suppose  I  think  I  can  save  50  cents  a  payday  and  I 
subscribe  for  two  shares,  paying  a  quarter  a  week  on  each  one.  By  the  time  I 
have  got  that  $10  saved  I  have  got  the  habit  of  saving.  I  get  no  share  certificates. 
All  I  get  is  a  passbook  like  in  any  bank,  and  when  the  day  comes  when  I  have 
paid  for  those  two  shares,  in  9  cases  out  of  10  I  have  forgotten  all  about  them, 
and  nobody  reminds  me  about  it.  The  theory  is  that  in  teaching  them  to  save  $5 
or  $10  we  teach  them  to  save  $50  or  $100. 

Senator  Bankhead.  You  do  not  issue  certificates? 

Mr.  Bergengren.  No. 

Senator  Bankhead.  Why  do  you  call  them  shares  instead  of  just  deposits? 

Mr.  Bergengren.  It  is  the  wrong  word.  It  is  not  a  share  in  the  ordinary  sense 
of  the  word. 

Senator  Bankhead.  You  referred  to  it  as  a  share. 

Mr.  Bergengren.  I  referred  to  it  as  a  share.  That  is  the  way  it  is  described 
in  all  our  laws.  But  it  is  a  unit  of  saving  rather  than  a  technical  share  in  any 
sense. 

Senator  Bankhead.  Why  do  you  make  it  a  unit? 

Mr.  Bergengren.  Because  you  have  got  to  have  some  basis  of  membership. 
You  have  got  to  know  who  belongs  and  who  does  not. 

Senator  Bankhead.  Well,  a  man  belongs  as  long  as  possible? 

Mr.  Bergengren.  As  long  as  he  has  got  $5  in  he  is  a  member  in  full  standing. 

Senator  Bankhead.  He  has  got  to  have  $5  in  it  before  he  is  a  member  in  good 
standing? 

Mr.  Bergengren.  Yes.  Although  most  of  our  State  laws  provide  that,  for 
a  short  period,  in  order  to  get  the  credit  union  going  he  is  a  member  from  the  time 
he  starts  paying.  That  is,  to  get  it  going. 

Senator  Bankhead.  And  after  he  gets  one  share  paid  for  he  is  a  member. 
Suppose  his  employment  with  that  group  terminates? 
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Mr.  Bergengren.  He  can  withdraw  his  money. 

Senator  Bankhead.  He  could  not  continue,  then,  as  a  member  of  that  group? 

Mr.  Bergengren.  Not  in  most  credit  unions. 

Senator  Bankhead.  Although  he  is  a  shareholder? 

Mr.  Bergengren.  Not  in  most  credit  unions,  because  in  the  credit  union  the 
members  have  to  determine  credit,  and  we  have  been  through  these  3  years  of 
terrible  and  trying  time  with  no  very  serious  loss  in  our  small-loan  business,  so 
we  must  be  pretty  good  at  it.  But  in  a  credit  union  we  have  a  few  rules  that  are 
different  from  the  rules  of  the  banks.  When  you  apply  for  credit  in  the  credit 
union  the  law  says  that  the  loan  may  only  be  made  for  a  provident  purpose,  so 
the  first  object  is  to  find  out  whether  this  loan  is  going  to  help  me  or  hurt  me. 
If  it  is  going  to  hurt  me,  they  cannot  make  the  loan  to  me,  no  matter  how  good 
my  credit  is. 

Senator  Bankhead.  I  am  discussing  the  membership. 

Mr.  Bergengren.  Well,  that  is  what  I  am  getting  at.  I  am  trying  to  answer 
your  question  to  this  effect :  That  the  determination  of  whether  the  man  shall 
have  that  loan  or  not  is  such  a  personal  matter  that  if  he  withdraws  from  the 
group  and  goes  off  yonder  somewhere,  he  is  supposed  to  withdraw  from  the  credit 
union,  because  it  is  too  difficult  to  follow  him.  They  predicate  so  much  on  their 
personal  knowledge  of  the  man  that  if  he  withdraws  from  the  sphere  of  opera¬ 
tion  of  the  union,  they  appreciate  that  they  cannot  continue  thereafter  to  have 
that  personal  knowledge  of  him  which  they  need. 

Senator  Bankhead.  In  other  words,  he  is  out  of  the  group,  whether  voluntarily 
or  involuntarily,  whether  he  quits  his  job  or  he  is  discharged,  released  possibly 
because  they  do  not  need  him.  Then  his  membership  is  terminated? 

Mr.  Bergengren.  Yes.  He  withdraws  his  money  and  he  is  through. 

Senator  Bankhead.  Does  he  get  any  interest? 

Mr.  Bergengren.  He  does  if  he  has  been  in  long  enough  so  it  has  earned  any 
interest.  For  instance,  at  the  end  of  the  year  all  of  the  earnings  of  the  credit 
union  resulting  from  making  loans  at  a  fair  interest  rate  come  back  to  him  as 
dividends  on  what  he  paid  in. 

Senator  Bankhead.  Can  he  pay  more  than  25  cents  a  payment? 

Mr.  Bergengren.  Surely ;  if  he  wants  to. 

Senator  Bankhead.  He  can  take  any  number  of  shares? 

Mr.  Bergengren.  He  can  take  any  number  of  shares.  He  can  pay  at  the  rate 
of  25  cents  per  week  or  he  can  pay  cash  for  them.  Most  of  them  do  not  pay  cash. 
It  only  happens  once  in  a  while. 

Senator  Bankhead.  Suppose  he  loses  his  job  before  he  completed  his  payment 
for  a  share? 

Mr.  Bergengren.  He  would  withdraw  what  he  had  paid  in. 

Senator  Bankhead.  Who  makes  the  loans? 

Mr.  Bergengren.  The  loans  are  made  by  a  credit  committee,  which  is  a  com¬ 
mittee  of  three  chosen  by  and  from  the  members.  That  committee  is  apt  to  be 
three  perhaps  older  men  in  the  group,  who  have  pretty  close,  canny  knowledge  of 
what  is  going  on  in  that  particular  group. 

Senator  Bankhead.  What  sort  or  security  do  they  use? 

Mr.  Bergengren.  Our  credit  laws  all  provide  that  a  credit-union  loan  may 
be  made  up  to  $50  without  any  security.  Over  $50  the  security  is  sometimes 
endorsements  of  the  note.  As  the  credit  union  develops  it  is  apt  to  an  assign¬ 
ment  of  what  a  man  has  got  in. 

Senator  Goldstsorotjgh.  You  never  lend  a  man  more  than  he  has  on  deposit? 

Mr.  Bergengren.  Oh.  yes.  Sometimes  a  man  will  join  for  the  first  time  for 
the  purpose  of  borrowing.  Of  course,  they  have  to  take  into  account  that  he 
has  no  money  in  there,  and  they  have  to  take  into  account  that  while  he  is 
paying  he  has  to  save.  In  other  words,  it  is  to  dig  him  out  of  the  hole  and  then 
fill  up  the  hole  behind  him. 

Senator  Bankhead.  What  rate  of  interest  do  you  chai-ge? 

Mr.  Bergengren.  The  38  credit  union  laws  are  uniform  in  that  they  provide 
that  the  directors  of  each  credit  union  shall  determine  what  interest  rate  shall 
be  charged  on  loans.  They  provide,  however,  that  the  rate  must  not  exceed  1 
percent  a  month  on  balances — that  is.  1  percent  a  month  on  the  amount,  of 
money  the  member  has  the  use  of  for  that  month.  Many  credit  unions  discount 
interest  generally  at  a  rate  of  5.9  percent,  which  on  loans  payable  weekly  is 
approximately  the  same  as  1  percent  a  month  on  balances.  In  a  credit  union, 
however,  there  are  no  additional  charges  such  as  service  fees,  paper  charges, 
and  so  forth. 
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Senator  Bankhead.  That  is  one  thing  I  wanted  to  find  out.  What  expense 
do  you  have  in  maintaining  the  unions? 

Mr.  Bergengren.  The  only  charge  that  the  borrower  has  applied  to  his  loan 
is  the  interest  charge.  One  charge.  That  interest  charge  is  the  rate  which 
that  individual  credit  union  has  determined  to  he  the  rate,  which  must  be 
within  1  percent  a  month  on  balances. 

Senator  Bankhead.  Any  compensation  to  your  own  committee? 

Mr.  Bergengren.  All  our  laws  provide  that  nobody  can  be  compensated  for 
anything  except  the  treasurer,  who  is  chosen  by  and  from  the  directors,  and 
he  is  the  manager.  He  can  be  compensated  in  the  amount  that  the  directors 
determine,  within  limits  set  by  the  members.  That  is  very  carefully  safeguarded. 

Senator  Bankhead.  As  a  matter  of  experience,  what  has  been  your  cost  of 
operation  and  maintenance? 

Mr.  Bergengren.  Our  cost  of  operation  is  very  low.  That  is  the  reason  we 
can  operate  at  such  a  low  rate.  We  have  no  vaults  or  anything  like  that ;  no 
overhead.  Our  average  operating  cost  is  less  than  1  percent. 

Senator  Bankhead.  What  is  your  present  method  of  operation? 

Mr.  Bergengren.  All  the  credit  unions  are  supervised  in  the  same  way  that 
the  banks  in  the  State  are.  For  instance,  Massachusetts  has  the  same  supe< 
vision  over  credit  unions  as  it  has  over  banks  and  trust  companies.  We  rnalr# 
annual  report  to  the  State  banking  department,  and  if  the  State  banking  d«b 
partment  on  examination  found  us  insolvent  or  operating  improperly,  they  hav* 
the  same  authority  to  close  us  up  as  they  would  have  to  close  up  a  bank  which 
was  operating  under  their  jurisdiction. 

Senator  Bankhead.  Are  they  required  to  make  any  reports  to  your  organi¬ 
zation? 

Mr.  Bergengren.  No.  But  we  have  a  provision  in  our  laws  that  every  credit 
union  must  post  each  month  its  balance  sheet  in  the  office  of  the  credit  union. 

Senator  Bankhead.  Which  law  do  you  mean? 

Mr.  Bergengren.  The  38  State  laws  under  which  our  credit  unions  are  oper¬ 
ated.  The  credit-union  laws  in  these  38  States. 

Senator  Bankhead.  Are  they  uniform  laws? 

Mr.  Bergengren.  Pretty  much  so.  Every  credit  union  is  required  to  post 
monthly  its  balance  sheet  in  the  office  of  the  credit  union.  That  is  a  very  simple 
balance  sheet.  So  that  the  credit-union  member  can  find  out  by  looking  at  the 
balance  sheet  whether  the  credit  union  is  growing,  and  so  forth.  That  balance 
sheet  must  stay  posted  until  the  next  month,  when  it  is  replaced  by  the  new  one. 
We  try  to  get  the  credit  unions,  with  fair  success,  when  they  make  their  monthly 
statements,  to  send  us  a  carbon  copy  of  them,  so  we  do  know  pretty  much  how 
they  get  along.  In  addition  to  that  I  have  written  all  the  credit-union  books.  I 
have  to  get  the  statistics. 

Senator  Bankhead.  In  addition  to  the  two  small  bills  here,  one  making  pro¬ 
vision  for  deposits  in  the  Postal  Savings  banks  and  the  other  in  the  Federal 
Reserve  banks,  what  is  your  need  for  Federal  legislation? 

Mr.  Bergengren.  The  third  bill  is  a  bill  that  is  designed  to  accomplish  two 
things.  In  the  first  place,  to  make  possible  the  organization  of  credit  unions  in 
the  LTnited  States  under  Federal  jurisdiction,  which  would  mean  that,  among  other 
tilings,  credit  unions  could  be  organized  in  the  10  States  which  have  no  credit 
union  laws.  That  is  the  first  thing.  In  other  words,  it  has  been  found  now  that 
this  type  of  organization,  by  a  great  deal  of  experience,  works  extremely  well, 
and  it  seems  to  me  in  this  particular  crisis  through  which  we  are  going  it  is 
terribly  necessary  that  the  credit  unions  could  be  organized  everywhere.  That 
is  the  first  thing. 

The  second  thing  it  would  accomplish,  which  is  the  more  important  thing,  is 
part  2  of  the  bill,  which  provides  that  these  credit  unions  both  under  Federal  and 
State  jurisdiction  and  under  careful  supervision  may  set  up  a  central  credit  union 
in  the  State  in  which  they  operate.  In  that  central  credit  union  it  would  be 
l>ossible  to  accomplish  a  great  many  things  that  credit  unions  need  to  accom¬ 
plish. 

Let  us  take  a  credit  union  in  a  city  like  Indianapolis.  Take  the  credit  union  in 
a  large  store.  That  credit  union  is  wondering  already  what  to  do  because  it  has 
got  upwards  of  one-half  a  million  dollars  in  resources  and  has  long  since  passed 
its  peak  in  small-loans  demand.  Now,  there  is  no  particular  reason  in  telling 
those  folks  not  to  save  more  money.  In  the  State  of  Indiana  the  Indiana  Farm 
Bureau  organization  is  setting  up  many  credit  unions,  each  one  limited  to  the 
members  of  the  farm  bureau  in  a  given  county.  That  would  mean  the  bringing 
of  cooperative  credit  to  farmers,  and,  in  my  judgment,  I  think  for  the  first  time 


74 


FEDERAL  CREDIT  UNIONS 


the  farmer  is  beginning  to  thing  in  terms  of  working  out  his  own  salvation  through 
cooperative  credit  rather  than  through  more  legislation  designed  to  make  more 
arbitrary  credits  available  to  him. 

For  example,  if  in  Indiana  the  big  credit  union  in  the  city  could  deposit  in 
the  central  credit  union  the  money  that  it  does  not  need  to  use  for  its  own 
small-loans  demand,  then  that  central  credit  union  could  make  a  loan  of  funds 
to  a  small  rural  credit  union  which  was  in  good  condition  but  which  had  a  great 
deal  more  loan  demand  than  it  had  resources,  and  it  seems  to  me  that  the  net 
result  would  be  in  the  long  run  that  there  would  be  a  considerable  amount  of 
credit  and  money  flowing  back  from  the  city  to  the  rural  districts.  It  seems 
to  me  it  would  be  a  very  good  thing  to  encourage  this  flow  of  money  from  the 
cities  to  the  rural  districts. 

Senator  Bankhead.  Does  1639  provide  for  an  organization? 

Senator  Goi.dsborough.  That  is  to  nationalize. 

Mr.  Bergengren.  Yes.  To  describe  it  very  simply,  the  first  half  of  it  is  a 
copy  really  of  the  District  of  Columbia  credit  union  bill  which  you  enacted  in 
1932.  But  permitting  credit  unions,  exactly  following  that  plan,  which  was  the 
plan  we  very  carefully  worked  out  at  the  time,  to  be  organized  anywhere  in  the 
United  States.  That  is  the  first  half  of  the  bill. 

The  second  half  of  the  bill  is  a  provision  that  credit  unions,  whether  organ¬ 
ized  under  State  or  Federal  laws,  could  in  a  given  State  set  up  a  central  credit 
union,  which  would  operate  under  the  supervision  of  the  Comptroller  of  the 
Currency,  with  a  good  many  careful  restrictions  and  regulations. 

Senator  Bankhead.  In  other  words,  it  is  intended  to  coordinate  all  the  groups 
within  States  into  a  Federal  union? 

Mr.  Bergengren.  Yes.  I  think  that  would  be  a  very  fine  thing  to  do. 

Senator  Bankhead.  Is  that  the  purpose  of  it? 

Mr.  Bergengren.  To  make  it  to  a  certain  extent  possible  for  credit-union 
money  to  be  used  for  credit-union  people  all  over  the  State. 

Senator  Bankhead.  Is  it  intended  to  go  further  and  have  one  big  national 
union  to  bring  all  the  unions  together  into  one? 

Mr.  Bergengren.  I  do  not  know  whether  that  would  be  desirable. 

Senator  Bankhead.  This  bill  authorizes  the  organization  of  a  Federal  credit 
union  into  which  all  local  groups  may  come? 

Mr.  Bergengren.  No.  It  authorizes  the  organization  of  one  central  Federal 
credit  union  in  each  State. 

Senator  Bankhead.  It  does  not  go  further,  then,  than  the  authority  to  or¬ 
ganize  one  group  in  each  State? 

Mr.  Bergengren.  That  is  all.  The  thing  that  we  are  most  vitally  concerned 
with  right  now  is  the  matter  of  association  with  the  Federal  Reserve  System. 
For  instance,  I  cannot  see  any  logical  reason  why  a  credit  union  with  assets  of 
$2,000,000  should  not  merit  the  same  connection  and  protection  which  was 
designed  for  banks  of,  say,  similar  size  through  the  Federal  Reserve  System. 

Senator  Bankhead.  What  are  the  total  assets  now  of  all  the  groups? 

Mr.  Bergengren.  I  do  not  suppose  they  are  very  large ;  $55,000,000,  I  suppose, 
or  $60,000,000. 

Senator  Bankhead.  How  much  have  you  loaned  out? 

Mr.  Bergengren.  When  we  had  $50,000,000  worth  of  assets,  we  figured  out 
that  we  had  about  $84,000,000  of  business  annually. 

Senator  Bankhead.  Do  you  borrow  any  money  to  loan? 

Mr.  Bergengren.  Wo  do  some,  but  we  are  rather  conservative. 

Senator  Bankhead.  How  do  you  borrow — by  individual  endorsement  of  the 
group? 

Mr.  Bergengren.  We  borrow  from  our  banks.  That  is  the  difficulty  we  have 
now — we  cannot  borrow  from  banks.  A  large  credit  union  would  establish  a 
line  of  credit  with  its  bank.  Most  of  the  credit-union  laws  provide  that  they 
can  invest  money  that  is  idle,  and  we  encourage  them  to  have  Government  bonds. 
Most  of  the  idle  money  is  invested  in  Government  bonds. 

Senator  Bankhead.  Are  these  local  groups  incorporated  or  are  they  voluntary? 

Mr.  Bergengren.  No  :  they  are  incorporated  under  these  State  laws.  The 
State  laws  provide  the  form  of  incorporation. 

Senator  Bankhead.  No  further  liability  on  the  members  for  loans  made  by 
members  of  the  group? 

Mr.  Bergengren.  No.  Of  course,  a  credit  union  has  hardly  any  liabilities. 
I  mean  the  operating  costs  of  the  credit  unions  are  very,  very  small — no  bills. 
The  outstanding  bills  payable  of  all  the  credit  unions  in  the  United  States  are 
only  a  few  thousand  dollars  right  now. 
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You  can  get  a  conception  of  the  postal  credit  unions  from  this  setup  which  we 
have  made  here.  I  doubt  if  there  was  any  business  in  the  United  States  in  the 
year  1932  that  could  duplicate  those  figures. 

Senator  Goldsbokough.  No  assessment  upon  shares? 

Mr.  Bergengren.  No.  If  you  will  examine  these  figures  of  the  postal  credit 
unions  for  the  year  1932  you  will  see  that  during  that  year  they  increased  their 
resources  from  $5,078,000  to  $6,167,000.  They  paid  an  average  dividend  of  6.59 
percent.  Their  reserve  resources  total  over  $500,000.  Their  total  losses  since  I 
organized  the  first  one  have  been  two  one-hundredths  of  1  percent  on  a  total 
business  of  $29,000,000. 

Senator  Bankhead.  Senator,  is  there  anything  else  you  want  to  ask? 

Senator  Goldsborough.  No. 

Senator  Bankhead.  Is  there  anything  further  that  you  feel  you  ought  to  state? 

Mr.  Bergengren.  Only  this,  Senator,  that  I  hope  very,  very  much  that  you 
will  give  very  serious  thought,  particularly  at  this  time,  to  this  bill  S.  1610.  In 
another  Congress  these  other  matters  will  come  up,  and  they  will  be  very  impor¬ 
tant,  but  the  thing  that  is  right  now  most  important  to  us  is  S.  1640.  If  we  can 
have  for  the  balance  of  this  period  of  difficulty,  the  duration  of  which  none  of  us 
are  able  to  foretell — if  we  can  have  during  this  period  the  protection  under  any 
rules  and  regulations  that  may  be  set  up,  of  the  Federal  Reserve  System  for  our 
larger  credit  unions  it  is  going  to  help  us  tremendously. 

Senator  Goldsborough.  The  home  of  these  concerns  is  largely  in  New  England, 
is  it  not? 

Mr.  Bergengren.  Not  now. 

Senator  Goldsborough.  That  was  the  cradle  of  it? 

Mr.  Bergengren.  Yes;  originally  in  the  United  States,  but  right  now  they  are 
largely  in  the  section  of  the  United  States  known  as  the  Middle  West. 

Senator  Goldsborough.  How  many  of  these  credit  unions  have  you  now  in 
Maryland? 

Mr.  Bergengren.  I  do  not  know. 

Senator  Bankhead.  Is  there  anything  more  you  wish  to  say? 

Mr.  Bergengren.  I  have  nothing  more  except  to  tell  you  how  grateful  I  am. 
I  want  to  thank  you  very  much  for  giving  me  this  opportunity  to  present  this 
to  you. 

(The  statement  presented  by  Mr.  Bergengren  is  here  printed  in  the  record  as 
follows : ) 

“STATEMENT  SUBMITTED  BY  ROY  F.  BERGENGREN,  EXECUTIVE  SECRETARY  OF  THE  CREDIT 
UNION  NATIONAL  EXTENSION  BUREAU,  REPRESENTING  CREDIT  UNIONS 

“Description  of  the  hills 

“The  three  bills  (S.  1639, 1640,  and  1641)  have  two  purposes  :  (1)  to  strengthen 
credit  union  depositories;  (2)  to  encourage  the  rapid  development  of  credit 
unions.  Both  purposes  are  of  emergency  importance  for  the  reasons  hereinafter 
set  forth. 

“S.  1640  would  authorize  credit  unions  to  deposit  in  and  to  borrow  from 
Federal  Reserve  banks,  thereby  protecting  particularly  the  large  city  credit 
unions  of  wage  workers  when  their  banks  of  deposit  fail. 

“S.  1641  would  authorize  credit  unions  to  deposit  in  Postal  Savings  banks, 
thereby  protecting  credit  unions  particularly  in  small  communities  where,  in 
many  cases,  there  is  now  no  banking  service  at  all. 

“S.  1639  wrnuld  authorize  the  organization  of  credit  unions  in  the  United 
States  under  Federal  jurisdiction.  Part  I  of  this  bill  is  copied  from  Public,  No. 
190,  Seventy-second  Congress,  which  authorizes  the  organization  of  credit  unions 
in  the  District  of  Columbia.  Part  II  authorizes  the  organization  in  each  State 
of  a  central  credit  union  to  which  the  credit  unions  in  that  State  would  be 
eligible. 

“Definition 

“A  credit  union  is  a  cooperative  bank,  organized  within  and  limited  to  a  specific 
group  of  people,  managed  by  officers  chosen  by  and  from  the  specific  group, 
operating  under  State  supervision  and  subject  to  annual  examination  by  the 
State  banking  department  (with  the  authority  in  the  department  to  close  for 
cause),  supplying  its  members  with  (1)  an  excellent  system  for  accumulating 
savings  which  enables  them  (2)  with  their  own  money  and  under  their  own 
management  to  take  care  of  their  own  short-term  credit  problems  at  normal 
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rates,  with  all  resulting  earnings  reverting  to  the  members  of  the  specific  group 
as  dividends  and  surplus. 

“Credit  union  history 

“(1)  The  first  credit  union  was  organized  in  Flammersfeld,  Germany,  in  1S48. 

“(2)  The  first  credit  union  law  in  the  United  States  was  enacted  by  Massa¬ 
chusetts  in  1909. 

“(3)  There  are  now  similar  laws  in  38  States  (3  of  them,  in  Oklahoma,  Wash¬ 
ington,  and  Pennsylvania,  enacted  in  1933)  and,  by  action  of  the  1932  Congress, 
in  the  District  of  Columbia. 

“(4)  There  are  now  approximately  2,000  credit  unions  in  the  United  States, 
with  approximately  350,000  members  and  resources  of  more  than  $50,000,000. 
These  credit  unions  are  spread  over  35  States  and  the  District  of  Columbia. 
Between  April  8  of  this  year  and  May  31,  88  new  credit  unions  were  organ¬ 
ized  in  the  United  States. 

“credit  union  record  during  the  depression 

“(1)  Ninety  percent  of  all  of  the  credit  unions  were  organized,  directly  or 
indirectly,  by  the  Credit  Union  National  Extension  Bureau,  which  is  financed 
by  Edward  A.  Filene,  of  Boston,  Mass.,  as  a  disinterested  public  service. 

“(2)  All  credit  unions,  as  noted,  are  examined  by  State  banking  departments, 
and  would  be  closed  by  the  examiners  if  found  insolvent  or  operating  improperly. 
Credit  unions  are  examined  as  severely  as  are  banks. 

“(3)  In  37  of  the  38  States  there  has  not  been  a  failure  or  a  credit  union 
closed.  No  credit  union  of  wage  workers  has  failed  or  been  closed,  no  rural 
credit  union  has  failed  or  been  closed,  no  credit  union  organized  by  the  bureau 
has  failed  or  been  closed. 

“(4)  They  have,  although  State  examined  and  composed  of  the  folks  hardest 
hit  by  the  depression  and  self-managed,  come  through  the  depression  with  the 
finest  record  ever  established  by  any  form  of  banking  in  time  of  stress. 

“(5)  The  largest  credit  union  has  several  thousand  members  and  resources 
of  better  than  $2  000.000.  Some  credit  unions  are  very  small.  Attention  is 
directed  to  the  summary  of  operation  of  the  298  credit  unions  of  postal  em¬ 
ployees  attached  hereto. 

“(6)  While  most  credit  unions  are  organizations  of  city  wage  workers  now, 
many  rural  credit  unions  are  being  organized  in  cooperation  with  the  National- 
Grange,  the  American  Farm  Bureau  Federation,  and  the  Farmers’  Union. 

“(7)  The  credit  union  is  capable  of  almost  limitless  expansion.  Credit  unions 
(1)  promote  thrift;  (2)  by  creating  credit  for  their  members  at  normal  interest 
rates,  eliminate  usurious  money  lending  and  (3)  educate  their  members  in 
matters  having  to  do  with  the  more  effective  protection  of  their  own  savings. 

“(8)  A  credit  union  is  a  cooperative  society  in  which  each  member  has  but 
one  vote  whatever  his  shareholdings,  each  credit  union  doing  business  solely 
with  members. 

“what  losses  have  been  suffered  during  the  depression 

“(1)  The  only  severe  losses  suffered  by  credit  unions  during  the  depression 
have  been  due  to  the  failure  of  their  hanks  of  deposit. 

“(2)  All  three  of  the  bills  (S.  1639,  1640,  and  1641)  will  help  to  relieve  this 
situation  by  making  it  possible  for  credit  unions  to  deposit  in  (a)  Federal  Re¬ 
serve  banks,  (b)  in  Postal  Savings  banks,  and  (c)  in  their  own  central 
depositories. 

“if  the  credit  union  works  well,  how  may  it  be  most  readily  extended 

“(1)  By  enacting  S.  1639,  which  makes  credit  union  organization  under  Fed¬ 
eral  jurisdiction  possible  anywhere  in  the  United  States,  following  the  plan 
which  has  been  carefully  worked  out  in  the  many  State  laws.” 

Senator  Bankhead.  Senator  Sheppard,  is  there  anything  further  you  wish 
to  present  to  the  committee? 

Senator  Sheppard.  No,  except  to  renew  my  thanks  for  your  kindness  in  giving 
me  these  hearings. 

Senator  Bankhead.  The  subcommittee  will  now  stand  in  adjournment. 

(Thereupon  at  12  :20  p.m.,  Thursday,  June  1,  1933.  the  hearing  was  concluded. ) 
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CREDIT  UNIONS  IN  DISTRICT  OF  COLUMBIA,  19  59 

Mr.  Patman.  Since  Mr.  Bergengren  mentioned  about  different 
credit  unions  serving  different  types  of  organizations,  1  am  inserting 
herewith  a  list  of  the  credit  unions  of  the  District  of  Columbia  1959 
serving  employees  of  Federal  Government  agencies  and  U.S.  military 
installations.  It  will  be  noticed  that  there  are  credit  unions  in  the 
House  of  Representatives,  in  the  different  agencies  represented  by 
members  of  the  President’s  Cabinet,  Federal  Deposit  Insurance 
Corporation,  Federal  Reserve  Board,  Internal  Revenue  Service,  the 
U.S.  Treasury  Department,  Federal  Trade  Commission,  the  White 
House  and  many  others. 

It  is  as  follows : 

Credit  Unions  in  the  District  of  Columbia  Serving  Employees  of  Federal 
Government  Agencies  and  U.S.  Military  Installations 

federally  chartered  credit  unions 

Alliance  Federal  Credit  Union  (affiliated  with  Railway  Mail  Service). 

AMS  Employees  Federal  Credit  Union  (Army  Map  Service) . 

Andrews  Air  Force  Base  Federal  Credit  Union. 

Budget  Federal  Credit  Union  (Bureau  of  the  Budget). 

Bureau  of  Customs  Federal  Credit  Union  (Treasury  Department). 

Bureau  of  Engraving  and  Printing  Federal  Credit  Union  (Treasury  Department). 
Census  Federal  Credit  Union  (Commerce  Department). 

Civil  Aeronautics  Federal  Credit  Union. 

Coast  Guard  and  Bureau  of  Narcotics  Federal  Credit  Union  (Treasury  Depart¬ 
ment). 

Congressional  Employees  Federal  Credit  Union  (House  of  Representatives). 
Department  of  the  Interior  Federal  Credit  Union. 

Department  of  Justice  Federal  Credit  Union. 

Department  of  Labor  Federal  Credit  Union. 

Disbursement  Division  Employees  Federal  Credit  Union  (Treasury  Department). 
FCA  Employees  Federal  Credit  Union  (Farm  Credit  Administration) . 

FCC  Employees  Federal  Credit  Union  (Federal  Communications  Commission). 
Federal  Deposit  Employees  Federal  Credit  Union. 

Federal  Power  Commission  Employees  Federal  Credit  Union. 

FHA  Employees  Federal  Credit  Union  (Federal  Housing  Administration). 
FTILBB  Federal  Credit  Union  (Federal  Home  Loan  Bank  Board). 

FRB  Federal  Credit  Union  (Federal  Reserve  Board). 

Freedmen’s  Hospital  Federal  Credit  Union  (Department  of  Health,  Education, 
and  Welfare). 

General  Services  Administration  No.  1  Federal  Credit  Union. 

General  Services  Administration  No.  3  Federal  Credit  Union. 

GSA  Region  3  Employees  Federal  Credit  Union  (General  Services  Adminis¬ 
tration). 

Government  Printing  Office  Federal  Credit  Union. 

Gravelly  Point  Federal  Credit  Union  ( Navy  Engineers-National  Airport). 
Headquarters  Command.  USAF  Federal  Credit  Union  (Bolling  Air  Force  Base). 
HEW  Employees  Federal  Credit  Union  (Department  of  Health,  Education  and 
Welfare) . 

Internal  Revenue  Federal  Credit  Union  (Treasury  Department). 

Lafayette  Federal  Credit  Union  (former  employees  of  Reconstruction  Finance' 
Corporation). 

Langston  Area  Federal  Credit  Union  (Adjutant  General’s  Office — Department 
of  the  Army) . 

Library  of  Congress  Federal  Credit  Union. 

Marconi  Federal  Credit  Union  (Maritime  Commission). 

NS  A  Federal  Credit  Union  (National  Space  Agency). 

NAS  Anacostia  Federal  Credit  Union  (Naval  Air  Station). 

National  Archives  Employees  Federal  Credit  Union. 
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National  Labor  Relations  Board  Federal  Credit  Union. 

Navy  Federal  Credit  Union. 

Navy  Yard  Federal  Credit  Union. 

National  Capital  Housing  Authority  Federal  Credit  Union. 

Northwest  Federal  Credit  Union  (Central  Intelligence  Agency). 

NLM  B^ederal  Credit  Union  (National  Library  of  Medicine). 

NRL  Federal  Credit  Union  (Naval  Research  Laboratory). 

OCDM  Federal  Credit  Union  (Office  of  Defense  Mobilization). 

OQMG  Federal  Credit  Union  (Office  of  Quartermaster  General). 

Patent  Office  Federal  Credit  Union  (Commerce Department). 

Pentagon  Federal  Credit  Union. 

Public  Debt  Federal  Credit  Union  (Bureau  of  Public  Debt — Treasury  Depart¬ 
ment). 

Public  Health  Service  Federal  Credit  Union  (Department  of  Health,  Education 
and  Welfare). 

Public  Roads  Federal  Credit  Union  (Commerce  Department). 

REA  Federal  Credit  Union  (Rural  Electrification  Administration — Agriculture 
Department). 

SEC  Employees  Federal  Credit  Union  (Securities  Exchange  Commission). 
Senate  Employees  Federal  Credit  Union. 

Smithsonian  Institution  Employees  Federal  Credit  Union. 

St.  Elizabeths  Hospital  Employees  Federal  Credit  Union  (Department  of  Health, 
Education,  and  Welfare). 

State  Department  Federal  Credit  Union. 

Tacomis  Federal  Credit  Union  (Tariff  Commission). 

TMB  Federal  Credit  Union  (Taylor  Model  Basin — Navy  Department.). 

Trade  Commission  Federal  Credit  Union. 

Treasury  Department  Federal  Credit  Union. 

U.S.  AEC  Employees  Federal  Credit  Union  (Atomic  Energy  Commission). 

U.S.  Civil  Service  Commission  Federal  Credit  Union. 

U.S.  Housing  Federal  Credit  Union. 

Walter  Reed  Army  Medical  Center  Federal  Credit  Union. 

White  House  Federal  Credit  Union. 

DISTRICT  OF  COLUMBIA-CHARTERED  CREDIT  UNIONS 

Agricultural  Employees  Credit  Union. 

Department  of  Commerce  Credit  Union. 

GAO  Employees  Credit  Union  (General  Accounting  Office). 

In-Com-Co  Credit  Union  (Interstate  Commerce  Commission). 

Post  Office  Department  Employees  Credit  Union. 

Railway  Mail  Service  Credit  Union. 

Standards  Credit  Union  (Bureau  of  Standards — Commerce  Department). 
Veterans  Administration  Employees  Credit  Union. 

Washington  Postal  Employees  Credit  Union. 


[From  the  Congressional  Record,  May  25,  1954] 

The  World  Needs  Credit  Unions 

Extension  of  Remarks  of  Hon.  Wright  Patman  of  Texas  in  the  House  of 
Representatives,  Tuesday,  May  25,  1954 

Mr.  Patman.  Mr.  Speaker,  I  am  inserting  herewith  an  article  by  Roy  F.  Bergen- 
gren,  which  appeared  in  the  April  1954  issue  of  the  credit  union  publication, 
the  Credit  Union  Bridge.  It  is  as  follows : 

“The  World  Needs  Credit  Unions 
“(By  Roy  F.  Bergengren) 

“If  we  understand  what  further  Communist  penetration  means  to  the  world, 
to  our  country,  to  the  credit  union,  and  to  you  and  me  as  individuals,  then  we 
may  the  better  take  steps  to  stop  Communist  progress. 

“Much  has  been  written  about  communism.  The  word  has  innumerable  defini¬ 
tions.  Innumerable  writers  will  write  the  word  innumerable  times  in  innumer¬ 
able  articles  today,  and  the  morning  paper  tomorrow  will  probably  contain  more 
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references  to  communism  than  it  will  to  anything  else.  It  is  a  word  which  makes 
people  afraid.  Sometimes  it  is  simply  an  epithet,  which  one  applies  to  someone 
else,  merely  to  show  how  much  he  dislikes  the  individual  whom  he  calls  a  Com¬ 
munist,  because  he  can’t  think  of  a  worse  word. 

“Before  we  get  too  jittery  about  communism  we  should  occasionally  define  it, 
just  to  keep  the  record  clear.  Then  we  should  note  the  purpose  of  the  Communist 
government  and  the  progress  which  it  is  making  to  establish  that  purpose  in 
fact.  This  should  lead  logically  to  some  consideration  of  what  we  can  do  to 
prevent  the  fulfillment  of  that  purpose  and  any  further  progress  toward  it. 

“The  difference  between  communism  and  democracy  is,  it  seems  to  me,  relatively 
simple.  It  has  been  repeatedly  stated  but  will  bear  restatement  if  we  are  to 
understand  the  job  we  have  to  do. 

“Communism  is  based  on  the  theory  that  the  state  is  the  master  and  that  the 
individual,  meaning  you  and  me,  is  the  servant  of  the  state.  The  right  to  own 
property  is  eliminated.  Individual  initiative  is  destroyed.  In  practice,  com¬ 
munism  differs  but  little  from  the  fascism  of  Hitler.  There  are  no  free  elections. 
Power  is  concentrated  in  a  topman,  sustained  by  a  few  associates,  all  of  whom 
have  assumed  authority  without  choice  by  the  people.  They  are  sustained  in 
their  control  by  absolute  sway  over  the  army  and  all  the  machinery  for  making 
war.  This,  incidentally,  is  probably  one  of  the  greatest  weaknesses  of  communism 
because,  with  the  military  control  gone,  the  Communist  rulers  are  without  power. 

“Early  in  the  Soviet  revolution,  every  attempt  was  made — not  with  complete 
success — to  abolish  the  right  to  worship. 

“It  is  obvious  that  there  can  be  no  credit  unions  within  a  Communist-controlled 
state.  The  credit  union  is  economic  democracy  in  action.  Each  credit  union  is 
self-governed  and  each  member  has  1  vote — and  only  1  vote — and  the  right  to 
cast  it.  It  is  logical,  therefore,  that  credit  unions  are  reviving  rapidly  in  demo- 
craetically  controlled  West  Germany. 

“At  the  opposite  extreme  of  human  association  in  government  from  communism 
is  democracy.  The  democratic  state  is  the  servant  of  the  people  who  compose 
it.  The  people  elect  their  governors  in  free  elections.  They  criticize  their  gov¬ 
ernors  when  they  see  fit.  The  people  change  their  governors  when  they  are 
dissatisfied.  Any  form  of  dictatorship  is  abhorrent  to  a  democracy.  ‘Of,  by, 
and  for  the  people’  is  an  understandable  code.  Within  the  atmosphere  of  democ¬ 
racy  the  credit  union  readily  takes  root  and  flourishes.  We  must,  in  the  credit 
unions,  keep  vividly  in  mind  that  we  can  operate  only  within  the  framework  of 
democracy.  Our  stake,  therefore,  in  the  prevention  of  the  further  extension  of 
communism  is  prodigious. 

“We  should  also  remember  that  communism  long  since  declared  war  on  democ¬ 
racy,  openly,  without  equivocation  or  qualification.  Communist  leaders,  from 
the  very  beginning,  have  made  it  clear  that  they  are  committed  to  a  plan  of 
world  dominion,  of  dominion  over  you  and  over  me,  whether  we  like  it  or  not. 

“Communist  leaders  have  made  no  secret  of  this  conviction.  Marx,  Lenin, 
Stalin,  repeatedly  gave  utterances  to  it. 

“Lenin  expressed  it  this  way :  ‘The  existence  of  the  Soviet  Republic  side  by 
side  with  imperialist  states  for  a  long  time  is  unthinkable.  One  or  the  other 
must  triumph  in  the  end.  And  before  that  *  *  *  a  series  of  frightful  clashes 
between  the  Soviet  Republic  and  the  bourgeois  states  is  inevitable.’ 

“We  must  ever  have  it  in  mind  that,  in  Soviet  thinking,  the  one  imperialistic 
and  bourgeois  state,  which  stands  in  the  path  of  Communist  control  of  the  world, 
is  the  United  States. 

“It  is  this  avowed  policy  of  Communist  world  dominion  which  accounts  for 
the  futility  of  diplomatic  conferences  with  Russia.  Communism  does  not  recog¬ 
nize  the  validity  of  agreements.  We  deceive  ourselves  when  we  fail  to  under¬ 
stand  that  we  are  faced  with  an  adversary  which  does  not  fight  according  to  the 
rules  of  the  Marquis  of  Queensberry — or  any  other  rules. 

“How  far,  then,  has  Russia  traveled,  in  a  relatively  few  years,  in  their  pro¬ 
gram  of  world  dominion? 

“Take  a  look  at  the  map  of  the  world.  In  Europe,  Russia  is  by  far  the  largest 
national  unit.  Within  Russian  influence  and  present  control  are  the  Com¬ 
munists  countries  of  Poland,  Czechoslovakia,  Hungary,  Rumania,  and  Bulgaria. 
Russia  controls  the  eastern  sector  of  Germany  and  has  a  strong  toehold  in 
Austria.  When  the  avowed  purpose  of  communism  is  understood,  there  is  nothing 
mysterious  about  Russian  refusal  to  give  up  any  territory  which  they  control.  As 
this  is  being  written,  the  threat  of  Communist  control  of  Italy  grows  hourly 
greater.  All  over  the  world  there  is  a  network  of  Communist  intrigue,  designed 
to  capitalize  any  local  weakness  in  favor  of  a  switch  to  communism. 
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‘‘Turning  to  Asia,  we  find  that  the  continent  is  composed  primarily  of  Com¬ 
munist  Russia  and  Communist  China,  with  Communist  agitation  in  all  the 
smaller  surrounding  countries. 

“Bishop  Fulton  J.  Sheen,  in  a  recent  article  in  Collier’s,  points  out  that  37 
out  of  every  100  people  in  the  world  are  now  under  Communist  influence. 

“That  gives  us  the  dimensions  of  the  job. 

“We  have  two  alternatives.  We  can  build  a  wall  around  North  America,  with¬ 
draw  within  it,  arm  to  the  teeth  and  give  the  rest  of  the  world  to  communism 
while  we  wait  for  the  final  struggle.  That  might  be  the  right  solution  were  it 
possible  to  build  a  wall  which  could  not  be  scaled  by  atomic  weapons.  The  other 
alternative  is  to  accept  leadership  in  a  free  world  and  to  do  whatever  may  be 
necessary  to  bring  freedom  to  all  parts  of  it. 

“It  seems  obvious  to  me  that  we  have  no  choice. 

“Our  first  job  then  is  to  contain  communism  within  its  present  boundaries. 

“As  we  face  up  to  this  problem  we  must  appreciate  again  that  communism 
is  smart.  It  capitalizes  want,  destitution,  and  economic  despair.  It  finds  in 
the  world  ample  areas  where  people,  without  hope  for  a  better  tomorrow  for 
themselves  and  their  children,  will  listen  to  promises,  not  knowing  anything 
about  Communist  performance. 

“In  many  books  by  well-qualified  observers  on  the  spot  in  countries,  particu¬ 
larly  in  the  Middle  and  Far  East,  we  learn  of  these  conditions  which  fertilize 
the  soil  for  communism.  We  come  face  to  face  with  landless,  tenant  farmers 
and  city  workers,  crowded  into  slums,  living  in  poverty,  and  always  hungry. 

“When  the  Communist  says  to  the  man  who  lias  nothing.  ‘Follow  me  and  you 
will  have  everything,’  is  it  any  wonder  that  such  a  man  should  listen  ? 

“Time  and  time  again,  in  these  books,  we  meet  the  high-rate  moneylender,  with 
a  stranglehold  on  the  people  and  on  their  economy. 

“Usury  is  something  which  we,  in  the  credit  unions,  understand.  The  elimi¬ 
nation  of  loan  sharks  has  been  our  objective  from  the  beginning.  The  credit 
union  is  the  most  effective  device  as  yet  to  come  from  the  mind  of  man,  capable 
of  destroying  usurious  moneylending. 

“LTsury  in  the  underprivileged  countries,  where  democracy  now  struggles  with 
communism,  is  our  part  of  the  overall  problem  of  preventing  the  further  ex¬ 
tension  of  communism,  by  destroying  the  most  flagrant  abuse  which  makes 
people  listen  to  Communist  promises. 

“The  business  of  containing  communism  within  its  present  boundaries  is  a 
prodigious  job.  It  calls  for  the  combined  operations  of  many  democratic  forces. 
Our  part  is  within  the  field  of  small,  personal  credits.  This  is  one  of  the  most 
important  segments  of  the  entire  problem. 

“If  we  can  help  to  bring  that  measure  of  economic  opportunity  to  submerged 
peoples  which  will  prove  to  them  the  super iority  of  democratic  action  over  Com¬ 
munist  promises,  we  will  do  our  bit  for  these  people,  for  our  country,  and  for 
the  world. 

“Are  we  geared  to  do  this?  Will  the  credit  union  work  in  submerged 
countries  ? 

“We  know  what  the  credit  union  is  doing  in  the  United  States  and  in  Canada. 
Will  it  work  as  well  in  those  parts  of  the  world  where  the  people  lack  every 
facility  which  has  made  North  America  so  much  a  land  of  limitless  opportunity? 

“Let  us  take  another  look  at  the  map  of  the  world. 

“Prior  to  the  Second  World  War,  Rev.  Allen  Huber  organized  the  first  credit, 
unions  in  the  Philippines.  They  now  have  a  good  credit  union  law  and  need 
promotional  cooperation.  With  the  enactment  of  the  Federal  credit  union  law  in 
1934,  Lance  Barden  organized  credit  unions  of  Orientals  in  Hawaii.  Father 
Peter  Sullivan,  a  Jesuit  missionary,  is  developing  a  splendid  credit  union  move¬ 
ment  in  Jamaica  and  the  Jamaica  Credit.  Union  League  is  a  proud  member  of 
the  Credit  Union  National  Association.  Another  Jesuit,  Father  M.  M.  Ganey, 
took  the  credit  union  to  the  Caribs  in  British  Honduras.  Because  of  his  success 
he  was  transferred  to  Fiji  where  he  is  already  reporting  credit  unions.  He 
writes  of  the  ‘credit  union  hungry  people  of  Fiji.’  Father  Steele  has  a  substan¬ 
tial  credit  union  movement  started  in  the  Dominican  Republic.  A  former  league 
managing  director  writes  me  that  her  child’s  seventh  grade  textbook  contains 
reference  to  the  work  of  another  priest  who  is  organizing  credit  unions  in  Natal 
West  Africa.  Everv  news  release  from  Madison  tells  of  increasing  contacts  and 
of  new  interest  in  the  credit  union  program  in  many  parts  of  the  world. 

“We  have  the  samples.  We  have  the  technique.  We  have  the  know-how.  We 
have  $2  billion  of  assets  in  18.000  credit  unions  and  own  the  most  rapidly  develop¬ 
ing  life  insurance  company  in  North  America. 
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“We  have  the  money.  We  have  the  opportunity.  We  have  the  responsibility. 

“We  received  the  credit  union  as  a  gift.  Now  it  is  our  high  privilege  to  give  it 
to  people  who  need  it  in  those  parts  of  the  world  where  democracy  is  at  grips 
with  communism  and  where  the  credit  union  may  become  a  powerful  ally  on  the 
--side  of  democracy. 

“I  have  suggested  the  following  general  plan  of  action  to  as  many  credit  union 
people  as  I  could  reach.  Every  reaction  to  the  plan — and  they  have  been  many — 
has  been  enthusiastically  favorable  to  it. 

“The  outline  is,  of  course,  very  tentative.  The  plan  must  be  worked  out  care¬ 
fully.  If,  however,  we  are  to  carry  the  credit  union  to  submerged  people,  we 
must  do  it  now.  The  problem  of  containing  communism  is  a  present  problem. 
It  is  the  greatest  problem  confronting  the  free  world  and  its  solution  cannot  wait 
on  too  many  tomorrows. 

“The  suggestions  subdivide  as  follows : 

“1.  That  we  create  the  overseas  department  of  GUNA  and  that  we  will  assign 
to  its  direction  a  full-time,  well-qualified  man,  to  work  under  the  direction  of  the 
national  managing  director. 

“2.  That  we  invite,  in  the  beginning,  four  countries,  carefully  selected  on  the 
basis  of  need  and  local  cooperation  (India,  Pakistan,  Malaya,  and  the  Philip¬ 
pines  for  example)  to  each  send  one  qualified  man  to  Madison  for  training. 

“3.  That  the  men  so  chosen,  plus  those  added  from  time  to  time,  be  constituted 
as  the  CUNA  overseas  field  force  and  that  they  be  trained  to  carry  on  credit  union 
development. 

“4.  That,  in  cooperation  with  them,  we  cause  to  be  prepared  adequate  pub¬ 
licity  materials,  accounting  forms,  etc.,  in  the  language  of  the  countries  in  which 
work  is  to  be  done,  and  that  we  supply  them  without  charge. 

“5.  That  these  men,  when  trained,  return  to  their  respective  countries  and  go 
to  work,  developing  a  credit  union  movement  in  each  country. 

“6.  That  the  plan  be  extended  after  the  technique  has  been  adequately  estab¬ 
lished. 

“7.  That  the  CUNA  overseas  department  cooperate  in  every  possible  way  with 
such  outstanding  agencies  at  work  in  this  field  as  World  Neighbors,  Inc.,  CARE, 
Inc.,  the  point  4  program,  with  the  local  governments  and  with  any  and  all 
agencies  working  to  improve  the  economic  lot  of  the  people. 

“8.  That  the  organized  credit  union  movement  finance  the  whole  program, 
including  salaries  and  travel  of  fieldmen,  etc.,  and  that  an  adequate  plan  of 
financing  be  worked  out. 

“It  is  a  most,  happy  circumstance  that  the  planning  committee  of  the  executive 
committee  had  this  general  subject  tinder  careful  consideration.  Such  a  plan 
could  be  worked  out  for  consideration  by  the  May  meeting  of  the  Credit  Union 
National  Association. 

“The  whole  foundation  of  the  program  is  to  be  found  in  the  acute  economic 
needs  of  people.  If  we  can  bring  the  credit  union  to  them,  lifting  from  their 
backs  the  curse  of  usury,  they,  in  their  new  found  freedom,  will  be  increasingly 
receptive  to  everything  the  free  world  has  to  offer. 

"We  in  the  credit  union  movement,  have  long  been  committeed  to  one  basic 
objective,  to  prove  that  the  principle  of  the  brotherhood  of  man  is  a  practical 
principle,  to  be  taken  literally.  We  believe  we  can  make  it  work. 

“In  Mark  it  is  related  how  the  risen  Christ  appeared  to  His  disciples  and  ‘He 
said  unto  them,  go  ye  into  all  the  world,  and  preach  the  gospel  to  the  whole 
creation.’ 

“Relieving  the  credit  union  to  be  consistent  with  His  principles,  I  offer  the 
thought  that  that  would  be  His  instructions  to  us. 

“  (Editor’s  Note. — During  recent  months  CUNA  has  rapidly  increased  its  world¬ 
wide  encouragement  of  credit  unions  as  a  means  of  economic  democracy  and 
will-being  of  all  peoples  through  membership  in  CARE,  through  contacts  with 
•officials  of  the  point.  4  program,  the  United  Nations,  and  the  Pan  American 
Union,  through  development  of  CUNA-CARE  self-help  centers  in  the  Philippines, 
and  through  an  increasing  volume  of  correspondence  with  peoples  of  the  world, 
mostly  as  a  result  of  CUNA’s  public-relations  program  and  advertising  in  na¬ 
tional  magazines.  Visitors,  encouraged  by  Federal  and  United  Nations  officials, 
come  to  Filene  House  to  learn  about  credit  unions,  and  to  bring  the  idea  back  to 
their  homelands.  During  the  past  week,  for  instance,  visitors  have  come  from 
-Germany,  Mexico,  and  Chile.  Finally,  CUNA  planning  committee,  appointed  by 
President  Yates,  has  made  overseas  development  a  major  objective  for  the  future. 
Mr.  Bergengren’s  article  is  a  notable  expression  of  the  urgency  of  this  worldwide 
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vision  and  thinking  that  is  being  felt  increasingly  by  the  whole  credit  union 
movement.) 

“  ‘And  how  do  you  fight  communism  in  the  underprivileged  countries?  Do  you 
fight  it  by  telling  your  people  about  your  television,  your  automobiles?  Is  that 
the  way  to  fight  it?  No.  You  send  doctors,  scientists,  technical  experts  to  the 
underprivileged  countries.  You  fight  it  with  unselfish  aid  *  *  *  from  individ¬ 
uals  and  groups  as  well  as  from  their  nation.’  (Trygve  Lie,  former  Secretary 
General  of  the  United  Nations.)” 


[From  the  Congressional  Record  (House),  Mar.  7,  1955] 

Credit  Unions  Are  the  Answer  for  Unmerciful  Loan  Sharks  and 
Ruthless  Shotgun  Loan  Offices 

Mr.  Patman.  Mr.  Speaker,  a  recent  article  in  the  New  York  Times — January 
17,  1955 — tells  how  household  workers,  tradesmen,  and  Government  employees 
in  Pakistan  are  burdened  by  excessively  high  interest  rates.  A  Hindu  launderer 
pictured  in  the  Times  with  his  family  is  reported  to  have  paid  over  $1,200  in¬ 
terest  on  $3.58  borrowed  in  1951. 

It  was  not  too  many  years  ago  that  Americans  faced  with  emergencies  of  one 
sort  or  another,  and  in  need  of  credit  to  finance  payment  found  themselves  in 
somewhat  similar  circumstances. 

Even  today  there  are  many  individuals  who  are  not  accommodated  by  their 
local  banks.  They  turn  to  the  small  loan  and  finance  companies  where  they  pay 
large  sums  of  interest  on  their  borrowings. 

However,  unlike  the  Pakistani,  these  people  can  avoid  excessive  borrowing 
costs.  This  has  been  made  possible  by  the  organization  of  credit  unions.  I  in¬ 
sert  in  the  Record  the  remarkable  story  of  the  credit  union  which  appeared  in 
the  September  1954  issues  of  Changing  Times,  the  Kiplinger  magazine. 

I  also  insert  the  article  from  the  New  York  Times  of  January  17, 1955,  entitled 
“Poor  of  Pakistan  Sorely  Burdened.” 

[“From  Changing  Times  of  September  1954] 

“You  Can  Start  A  Credit  Union — The  Procedure  Is  Simple  and  You  Will  , 

Get  Plenty  of  Help — Then  You  Have  A  Good  Place  to  Put  Money  and  to 

Borrow  From 

“By  starting  a  credit  union,  a  group  of  people  solve  two  common  problems — 
where  to  borrow  money  at  reasonable  rates  and  where  to  save  it  at  profitable 
rates. 

“If  this  idea  appeals  to  you,  and  you  do  not  already  belong  to  a  credit  union, 
you  may  want  to  get  one  going.  But  first  you  will  want  to  know  more  about 
what  a  credit  union  is,  how  it  operates,  and  how  much  work  is  needed  to  set 
it  up. 

“The  simplest  definition  of  a  credit  union  is  this :  An  organization  of  people — 
usually  people  employed  together — who  agree  to  save  their  money  together  and 
to  make  loans  to  each  other  at  low  rates  of  interest. 

“Members  of  a  credit  union  deposit  money,  preferably  on  a  regular  basis,  in 
any  amount  from  25  cents  on  up,  for  which  they  receive  shares  in  the  credit 
union.  Usually  a  share  is  worth  $5.  The  money  they  deposit  becomes  a  fund, 
available  to  all  members  for  borrowing.  The  maximum  rate  of  interest  on 
borrowed  money  is  1  percent  a  month  on  the  unpaid  balance.  In  some  credit 
unions  the  rate  is  a  bit  lower. 

“Loans  are  made  on  the  approval  of  an  elected  credit  committee,  and  no 
security  is  required  on  loans  under  $300  to  $500,  depending  upon  the  operating 
charter  of  the  credit  union.  Amounts  in  excess  of  the  unsecured  limit  may  also 
be  borrowed  on  a  car  or  some  other  security.  Loans  are  granted  quickly  with  a 
minimum  of  redtape. 

“The  credit  union  will,  of  course,  show  a  profit  from  its  lending  operations 
if  everything  works  out  OK.  After  expenses  are  paid  and  a  small  reserve  for 
bad  debts  is  set  up,  the  remaining  money  is  returned  to  the  shareholder  mem¬ 
bers  as  dividends.  The  amounts  of  dividends  vary,  but  they  average  3  percent 
a  year. 

“How  can  a  credit  union  lend  money  at  lower  rates  and  pay  its  members 
higher  dividends  than  most  comparable  commercial  organizations?  Because 
the  credit  union  is  a  nonprofit  cooperative  organized  among  a  selected  group 
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of  people — which  means  that  it  pays  less  in  taxes,  in  salaries,  in  credit  investi¬ 
gation  and  collection  costs,  and  in  general  overhead. 

“nine  million  members 

“Because  the  credit  union  is  such  a  simple  device  and  is  so  successful 
in  meeting  the  financial  needs  of  a  large  number  of  people,  credit  unions  are 
springing  up  all  over  the  United  States  and  Canada  at  a  rate  that  has  surprised 
even  their  most  enthusiastic  supporters. 

“At  this  moment  there  are  roughly  9  million  credit  union  members  in  the 
United  States  and  Canada.  There  are  some  18,000  credit  unions  with  assets 
of  more  than  $2%  billion.  It  is  estimated  that  credit  unions  were  the  source 
of  roughly  11  percent  of  all  consumer  borrowing  last  year. 

“Some  of  the  largest  credit  unions  with  assets  of  millions  of  dollars  employ 
a  large  staff  of  paid  clerical  help.  Others  operate  with  no  paid  help  whatso¬ 
ever.  (Officers  always  serve  without  pay,  except  the  treasurer,  who  may  get  a 
salary.)  Credit  union  operation  is  fairly  standardized,  and  experts  in  book¬ 
keeping  and  accounting,  although  desirable,  are  not  necessary  to  the  successful 
operation  of  a  small  association.  As  few  as  50  people  actually  can  have  a  credit 
union. 

“it’s  easy  to  get  going 

“You  wTill  be  pleasantly  surprised  to  learn  how  easy  it  is  to  form  a  credit  union. 
You  don’t  need  a  lot  of  money  and  a  battery  of  lawyers  or  accountants,  and  it 
doesn’t  take  much  time.  A  credit  union  can  be  organized  in  a  month  with  the 
work  of  only  a  few  people,  and  you  can  get  expert  help  in  organizing  one  without 
any  charge  whatsoever. 

“But  first  ask  yourself  which  group  of  people  would  be  the  most  logical  to 
organize.  Would  it  be  the  people  you  work  with,  the  members  of  your  union, 
the  members  of  your  church,  or  the  people  who  live  in  your  neighborhood  ?  Credit 
unions  have  been  established  under  the  sponsorship  of  all  kinds  of  groups.  One 
credit  union  limits  its  membership  to  descendants  of  certain  families,  and  another 
was  formed  by  members  of  a  poker  club. 

“Most  credit  unions,  however,  are  established  by  groups  of  employees  in  fac¬ 
tories,  offices,  banks,  schools,  or  government.  About  80  percent  of  credit  unions 
are  based  on  occupational  groups,  some  of  them  under  trade  union  auspices  and 
some  under  employer  auspices. 

“If  you  are  a  member  of  a  group  that  is  likely  to  be  interested  in  organizing 
a  credit  union,  here  is  a  step-by-step  outline  showing  how  one  can  be  set  up. 

“1.  Your  first  move  is  to  get  in  touch  with  the  Credit  Union  National  Associa¬ 
tion,  Filene  House,  Madison  1,  Wis.  Ask  for  literature  describing  credit  unions 
and  for  the  help  of  an  organizer.  His  services  are  free.  CUNA  has  a  staff  of 
19  such  men,  and  many  State  credit  union  leagues  also  employ  organizers.  If  a 
regular  organizer  isn’t  available,  someone  from  an  existing  credit  union  in  your 
area  will  be  asked  to  help  you  get  started. 

“2.  The  organizer  will  go  directly  to  the  employer,  the  minister  or  the  union 
president,  depending  upon  the  group  to  be  organized,  and  explain  the  way  a  credit 
union  works  and  how  it  can  help  its  members.  He  will  request  and  will  usually 
get  the  cooperation  of  the  sponsoring  organization.  In  most  cases,  the  company,, 
church  or  union  provides  small  office  space  for  the  credit  union.  Employers 
sometimes  sanction  payroll  deductions  for  the  purchase  of  credit  union  shares. 

“With  cooperation  assured,  the  organizer  will  then  ask  the  sponsoring  organiza¬ 
tion  to  call  together  a  group  of  15  or  20  people  from  all  ranks  of  the  organization. 
The  purpose  of  this  meeting  is  to  sell  the  credit  union  idea  and  to  get  the  charter 
application  signed. 

“3.  At  this  charter  meeting,  the  organizer  will  again  explain  the  aims  and 
usefulness  of  the  credit  union  and  will  answer  questions.  And  in  order  to  get 
things  going,  he  will  then  ask  whether  the  group  is  really  ready  to  go  ahead  and 
file  an  application  for  a  charter. 

“4.  Seven  or  more  members  are  required  to  sign  the  application,  and  each  of 
them  may  be  asked  to  contribute  a  small  amount,  usually  about  $5,  toward  the 
charter  fee.  Later  on,  these  signers  of  the  charter  application  will  be  given 
shares  in  the  credit  union  to  reimburse  them  for  their  initial  contribution. 

“5.  With  your  application  for  charter  you  will  also  have  to  file  a  set  of  bylaws 
for  the  operation  of  the  credit  union.  Copies  of  a  standard  set  of  bylaws  are- 
available  from  the  organizer  or  directly  from  CUNA. 
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“6.  At  this  same  charter  meeting  you  will  select  a  committee  to  nominate  a 
slate  of  officers  for  the  credit  union,  including  a  president,  a  vice  president,  a 
treasurer,  three  members  of  the  credit  committee  and  a  three-man  supervisory 
committee. 

“7.  With  the  slate  of  officers  ready,  the  next  step  is  to  call  an  organization 
meetings.  All  members  of  the  union,  church,  or  neighborhood  or  fellow  workers 
will  be  informed  of  the  meeting  and  asked  to  attend.  At  this  meeting  officers 
will  be  elected,  and  a  general  summary  of  credit  union  aims  and  methods  will 
be  given  to  all  prospective  members. 

“Immediately  after  this  meeting  an  open  meeting  of  the  newly  elected  board 
of  directors  and  officers  will  be  held  to  accomplish  the  following  jobs: 

“Apply  for  a  bond  for  the  treasurer  so  that  he  may  handle  the  funds ;  select  a 
bank  in  which  credit-union  funds  shall  be  deposited ;  set  a  limit,  if  any,  on  the 
amount  of  shares  that  any  one  member  may  hold;  establish  the  rate  of  interest 
to  be  charged  (not  more  than  1  percent  on  the  unpaid  balance)  ;  authorize  the 
expenditure  of  enough  money  to  buy  supplies — a  set  of  books,  membership 
cards,  etc.  (usually  it  takes  from  $fiO  to  $150,  including  the  charter  fee,  to  get  a 
credit  union  going)  ;  set  the  time  and  place  at  which  deposits  may  be  made  and 
loan  applications  received:  approve  all  applications  for  membership;  set  the 
time  and  place  of  the  monthly  meetings  of  the  board. 

“After  these  preliminaries,  the  credit  union  is  ready  to  begin  operation. 

“takes  time  to  grow 

“Typically,  only  a  small  percentage  of  the  potential  membership  will  join  the 
credit  union  at  its  earliest  stages.  Within  the  first  year  fewer  than  10  percent  of 
the  group  may  sign  up.  But  as  a  rule,  credit-union  membership  doubles  every 
year  for  the  first  5  years,  and  assets  do,  too. 

“The  number  of  participants  in  the  credit  union  depends  largely  upon  the  kind 
of  group  you  have  and  their  experience  with  cooperative  activities.  In  a  plant 
where  there  are  bowling  and  baseball  leagues  or  in  an  office  where  there  are 
frequent  social  affairs,  a  credit  union  will  usually  attract  a  large  share  of  the 
potential  members.  Sometimes,  however,  the  credit  union  itself  is  the  magnet 
that  draws  people  together.  , 

“During  the  first  year  of  operation,  credit  union  officers  and  committee  members 
should  be  in  close  contact  with  the  organizer  or  with  officers  of  a  nearby  credit 
union.  Difficulties  are  bound  to  arise,  and  experienced  help  will  be  a  blessing. 

“ORSTACEES  YOU  MAY  ENCOUNTER 

“Sometimes,  of  course,  organizing  a  credit  union  turns  out  to  be  difficult. 
Here  are  some  of  the  stumbling  blocks. 

“Lack  of  leadership:  the  organizer  and  others  interested  in  forming  a  credit 
union  should  be  careful  to  pick  as  leaders  people  who  are  respected  and  who  have 
influence  among  the  members  of  the  group  that  will  form  the  credit  union.  The 
election  should  not  be  a  popularity  contest.  The  office  of  treasurer  is  particu¬ 
larly  important.  He  or  she  should  be  a  person  to  whom  other  people  can  bring 
their  troubles — and  a  person  of  excellent  reputation. 

“General  or  specific  opposition:  Occasionally  the  sponsoring  group  for  the 
credit  union  will  oppose  the  organization  on  principle.  And  in  some  cases, 
opposition  comes  because  the  credit  union  may  interfere  with  an  existing  and 
profitable  loan-shark  racket. 

“Most  often  it  is  simply  a  lack  of  understanding  of  how  a  credit  union  works 
that  causes  friction.  A  good  organizer  can  overcome  most  of  that  opposition. 
As  a  matter  of  fact,  there  are  far  more  credit-union  supporters  among  company 
presidents  and  union  leaders  than  there  are  critics. 

“Poor  timing :  A  successful  credit  union  cannot  be  organized  unless  there  is 
some  live,  current  need  for  it  and  some  willingness — at  the  crucial  time — on  the 
part  of  a  small  group  of  people  to  do  the  organizing  job. 

“If  your  efforts  are  successful,  you  will  have  created  an  organization  that  is 
truly  a  help  to  many  people.  As  the  credit  union  grows,  you  will  notice  that 
more  and  more  of  its  members  develop  regular  habits  of  thrift  and  that  fewer 
and  fewer  of  them  become  overburdened  with  heavy  debts  at  high  rates  of  in- 
tere«t — in  short,  that  the  members  begin  to  learn  how  to  manage  their  money 
wisely. 
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“how  a  credit  union  stacks  up  for  borrowing  and  for  saving 

“As  you  can  see,  it  is  a  better-than-average  place  to  get  a  loan  and  a  good 
place  to  keep  your  money. 

“If  you  borrow  $100  and  repay  it  in  12  monthly  installments  you  will  pay  this 
much  interest  or  carrying  charge : 

“Personal  loan  from  a  bank :  $4  to  $12 ;  most  loans  range  between  $6  and  8. 

“Life  insurance  policy  loan  :  $2  to  $3  if  repaid  monthly. 

“Auto  loans  from  banks  or  finance  companies :  $3  to  $6  on  new  cars ;  $5  to  $18 
on  used  cars. 

“Carrying  charges  on  installment  purchases:  No  common  rate;  may  cost 
from  $3  up  to  $25  or  more. 

“Small-loan  company  :  $13  to  $24. 

“Credit  union  :  $6.50  most  common  ;  may  be  a  bit  lower. 

“If  you  have  $100  in  savings  you  will  get  this  much  in  annual  dividends  or 
interest : 

“Bank  savings  account :  $1.50  to  $2.50. 

“Savings  bonds :  $3  if  held  10  years ;  interest  first  year  about  1  percent. 

“Savings  and  loan  associations :  $2  to  $4. 

“Credit  union :  Usually  $3.’’ 


[“From  the  New  York  Times  of  Jan.  17,  1955] 

“Poor  of  Pakistan  Sorely  Burdened — Some  Victims  Commit  Suicide  and 
Almost  All  Are  Forced  To  Pay  Interest  for  Years 

“Karachi,  Pakistan,  January  11. — Organized  moneylenders,  the  bane  of 
Pakistan’s  poverty-stricken  millions,  are  driving  victims  to  suicide. 

“These  giant  Pathans,  who  hail  from  the  rugged  northwest  frontier  province 
and  are  recognized  by  their  heavy,  steel-tipped  walking  sticks,  black-turbaned 
heads,  and  mercurial  tempers,  work  with  brutal  efficiency. 

“Here  in  the  capital  of  a  Moslem  state  where  usury  is  forbidden  by  Islamic 
law,  they  prowl  day  and  night,  striking  terror  in  the  hearts  of  household  serv¬ 
ants,  tradesmen,  and  Government  employees  from  whom  they  collect  interest 
at  the  rate  of  25  percent  a  month  on  loans  of  100  rupees  ($30.58)  to  500  rupees 
($152.95)  made  10  and  15  years  ago. 

“The  Pathan  has  never  been  known  to  insist  on  repayment  of  principal,  and 
a  borrower’s  offer  to  repay  a  loan  is  refused  with  a  gesture  of  magnanimity  that 
discourages  a  second  try. 

“Attempts  to  escape  or  to  enlist  the  support  of  the  law  are  thwarted. 

“informal  negotiations 

“Negotiations  are  most  informal,  yet  most  binding.  They  usually  begin  in 
the  dimly  lighted  corner  of  a  fly-ridden  tea  stall, "the  office  of  the  ubiquitous 
Pathan.  A  potential  client  is  conspicuous,  his  worried  facial  expression  re¬ 
flecting  the  delayed  but  unavoidable  decision  that  there  is  no  one  else  to  whom 
he  can  turn. 

“Timidly  he  takes  an  adjoining  table  and  smiles  nervously  across  to  the 
usurer.  Sometimes,  a  borrower  will  tell  you,  he  wanted  to  turn  and  run.  The 
memory  of  a  suicide  who  could  find  no  other  way  out  of  the  Pathan’s  debt,  the 
thought  of  not  being  able  to  repay  the  loan  if  he  lost  his  job — these  almost 
deterred  him.  But  the  need  for  money  to  pay  his  child’s  doctor  bill  or  to  buy 
a  peddler’s  cart  or  clothes  for  the  clerical  job  he  finally  got,  these  outweighed 
his  fears. 

“The  gambit  acknowledged,  the  Pathan  invites  the  victim  to  join  his  table. 
In  the  unhurried  custom  of  the  East  they  chat  with  apparent  amiability  for  a 
few  minutes  and  then,  in  the  din  of  native  song  from  a  radio,  get  down  to 
business. 

“The  client  needs  300  rupees  ($91.74).  He  signs  a  note  for  600  rupees 
($183.53),  a  cautious  procedure  insisted  upon  by  the  moneylender  for  his  own 
protection  should  the  case  get  to  court.  The  borrower  receives  225  rupees 
($68.80),  the  75  rupees  ($22.94)  withheld  representing  interest  payment  for 
the  first  month. 
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“LEGAL  ACTION  DISCOUBAGED 

“The  practice  of  recording  the  loan  at  double  the  amount  gives  the  Pathan  a 
possibility  of  assurance  that  if  the  client  dares  bring  the  matter  to  the  claims 
court,  the  magistrate  would  recommend  settlement  by  payment  of  half  the  prin¬ 
cipal.  There  are  few  instances  of  this ;  the  borrower  knows  that  resort  to  the 
law  usually  is  followed  by  violence  against  him  by  goondas,  hired  thugs  who 
beat  him  between  the  Pathan’s  temporarily  unsuccessful  collection  visits. 

“One  loan  victim,  Mohan,  a  Hindu  dhobi  (launderer),  was  freed  by  the 
usurers  last  week  after  an  association  that  began  in  December  1941.  In  addi¬ 
tion  to  holding  a  receipt  for  the  original  loan  of  100  rupees  ($30.58)  that  he 
borrowed  13  years  ago,  the  jubilant  dhobi  showed  a  collection  of  157  receipts 
that  represented  interest  payments  of  25  rupees  ($7.64)  a  month  since  Decem¬ 
ber  1941 — a  total  of  3,925  rupees  ($1,200.30)  paid  for  the  loan  of  100  rupees. 

“Mohan,  his  wife  and  their  four  children  occupy  a  squalid  hut,  rent  free,  on  the 
grounds  of  a  wealthy  landlord  in  exchange  for  washing  and  ironing  the  clothes 
of  his  master’s  family  of  eight. 

“Now  that  he  is  out  of  debt  to  the  loanshark,  Mohan  thinks  of  him  as  a 
friend. 

“Among  the  huudreds  who  share  bitter  memories  of  the  vengeful  Pathan  is 
the  family  of  a  late  victim  ‘dealt  to  death’  according  to  police  reports,  ‘and 
eyes  removed.’ 

“Apparently  unable  to  prosecute  the  Pathans  for  flouting  the  religious  injunc¬ 
tion  against  usury,  legislators  in  at  least  one  province  are  trying  to  enact  a 
civil  statute  that  would  end  the  moneylenders’  racket.  In  the  meantime  they 
flourish.” 


[From  the  Congressional  Record  (House),  Apr.  15,  1957] 

Ckedit  Unions  Help  Small  Business 

Mr.  Patman.  Mr.  Speaker,  on  last  Thursday,  April  11,  I  brought  to  the  atten¬ 
tion  of  the  House  the  proposal  made  by  Mr.  Edward  T.  McCormick,  president 
of  the  American  Stock  Exchange,  to  the  bankers  of  Wall  Street,  that  they,  the 
bankers,  should  appoint  a  special  committee  to  study  the  credit  problems  of 
small  business.  Mr.  McCormick  proposed  that  the  bankers  should  be  ready  to 
advise  the  small  businessmen  and  should  help  in  providing  equity  capital  to 
them.  I  was  happy  to  commend  Mr.  McCormick’s  proposal  and  to  repeat  that 
which  we  have  said  repeatedly,  that  the  Select  Committee  on  Small  Business  is 
anxious  to  have  the  cooperation  of  the  banks,  the  insurance  companies,  Govern¬ 
ment  agencies,  and  all  others  who  are  interested  in  this  problem  of  credit  for 
small  business.  Our  committee  is,  and  has  been  for  some  time,  laboring  with 
this  problem.  Difficult  as  it  is,  in  every  aspect,  we  are  determined  to  make  a 
real  contribution  to  its  solution. 

I  want  to  call  your  attention  now  to  the  contributions  being  made  by  credit 
unions  to  small  businessmen  in  need  of  credit. 

I  have  always  been  grateful,  and  will  always  be  grateful,  for  the  opportunity 
which  I  was  given  to  sponsor  in  the  House  the  legislation  which  provided  for 
the  granting  of  charters  to  credit  unions  by  the  Federal  Government.  I  have 
been  grateful  when  the  leaders  of  the  credit-union  movement  in  the  United  States 
turned  to  me  to  sponsor  legislation,  or  to  present  their  cause  to  this  House. 

A  year  or  so  ago  we  began  to  seek  for  facts  about  the  credit  facilities  which 
were  available  to  small  business.  In  this  work  we  were  offered,  now  and  then, 
suggestions  by  representatives  of  small  business.  And  one  of  the  suggestions 
which  came  to  us  was  that  credit  unions  might  provide  us  with  a  pattern  which 
could  be  used  to  develop  a  credit  facility  for  small  business.  Some  of  the  leaders 
of  the  credit  unions  then  offered  to  assist  us,  to  assist  us  without  cost  to  us,  and 
without  any  reward  for  themselves.  Thus  I  was  interested  in  the  story  of 
Sterling,  Colo. 

I  wish  that  every  Member  of  this  House  could  get  a  copy  of  the  credit  union 
magazine,  the  Bridge,  for  April,  and  would  then  find  the  time  to  read  the  first 
article  published  in  this  issue,  the  article  entitled  “Setting  Up  Small  Business.” 
The  story  is  the  story  of  the  assistance  given  by  the  community-credit  union  in 
Sterling,  Colo.,  to  the  small  businessmen  of  that  city. 

“Up  one  street  and  down  another  in  Sterling,”  the  writer  reports,  “you  see 
small  businessmen  who  either  got  into  business,  or  expanded  their  business,  or 
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kept  their  business  through  bad  times,  thanks  to  the  Sterling  community  credit 
i  union.” 

On  another  page  of  the  magazine  you  will  find  a  map  of  the  city  of  Sterling. 
Circles  are  drawn  along  the  streets  on  this  map  to  present  graphically  the  pic¬ 
ture  story  of  the  businessmen  and  the  businesses  that  have  been  helped  by  the 
credit  union.  It  will  not  be  possible  to  reproduce  this  map  in  the  Record,  but  I 
am  going  to  ask  that  the  article  be  placed  in  the  Record  at  the  close  of  my  re¬ 
marks.  And  I  hope  that  it  will  be  read  and  discussed  widely. 

The  story  of  Sterling  is  one  of  the  most  interesting  stories  of  credit  unions  and 
their  work.  But  we  have  learned,  as  we  have  sought  for  information,  that  many 
scores  of  credit  unions  throughout  the  country  have  been  assisting  some  of  their 
members  wrho  are  small  businessmen.  Perhaps  we  have  begun  to  find  one  of 
several  ways  to  do  a  big  job. 

Mr.  Speaker,  within  a  few  weeks  now  there  will  be  organized  in  four  counties 
in  Michigan  a  countywide  credit  union  made  up  of  the  retail  gasoline  dealers  in 
those  four  counties.  The  project  has  been  developed  and  has  been  put  on  paper. 
The  officials  of  the  credit  unions  will  meet  in  a  week  or  so  and  will  approve  the 
final  articles  of  incorporation  and  then  will  ask  for  a  charter  from  the  State  of 
Michigan.  The  leaders  of  the  Michigan  Credit  Union  League  have  given  of 
their  time  and  all  of  their  facilities  to  aid  these  small  businessmen.  The 
operation  is  a  pilot-plant  operation.  Everyone  interested  is  working  together, 
contributing  to  each  other  from  what  they  have.  They  want  to  know  whether 
the  credit-union  road  is  one  of  the  good  credit  roads  for  small  businessmen  to 
take. 

I  want  to  refer  to  one  fact  as  I  present  this  information  to  the  House.  The 
accomplishment  of  the  community  credit  union  in  Sterling,  Colo.,  is  due,  in  some 
part,  at  least,  to  the  work  of  H.  Vance  Austin.  I  assume  that  some  of  you  will 
know  Mr.  Austin.  You  will  be  glad  to  know  that  he  is  now  the  managing  direc¬ 
tor  of  the  Credit  Union  National  Association  at  Madison,  Wis.  When  my  good 
friend,  Prof.  H.  B.  Yates,  a  good  man  and  a  great  man  from  Texas,  resigned  as 
managing  director  of  CUNA,  a  few  months  ago,  Mr.  Austin  was  elected  to 
succeed  him.  I  know  that  Professor  Yates  was  happy  to  turn  the  responsibilities 
of  that  office  over  to  his  friend,  Mr.  Austin. 

I  have  wanted  to  pay  tribute  to  Mr.  Yates,  and  this  is  an  opportunity  to  do  so. 
He  retired  from  the  most  important  position  in  CUNA  because  his  health  would 
not  permit  him  to  continue  in  the  job.  He  retired  from  the  teaching  profession 
some  years  ago,  and  as  he  retired  he  carried  with  him  a  tremendous  asset  of 
thousands  of  friends.  He  did  most  of  the  labor  in  building  one  of  the  finest  credit 
unions  in  Texas,  a  credit  union  of  teachers.  He  contributed  much  to  the  develop¬ 
ment  of  the  national  organization  of  credit  unions.  I  am  confident  he  established 
a  record  in  CUNA  which  will  become  an  example  for  his  successors.  And  I  know 
that  he  had  complete  confidence  that  Mr.  Austin  wTould  justify  the  confidence 
Professor  Yates  had  in  him. 

“Setting  Up  Small  Businesses — The  Community  Credit  Union  in  Sterling, 

Colo.,  Has  Helped  Start  a  Lot  of  Members  in  Business  for  Themselves,  and 

Backed  Up  Others  Who  Needed  Money  for  Expansion 

“Mr.  Average  Small  Business  Man  in  Sterling,  Colo.,  probably  owes  his  business 
to  the  community  credit  union. 

“Wilfrid  Foxhaven  does ;  he  runs  a  gas  transport.  Pete  Hoppol  does ;  he  oper¬ 
ates  a  service  station.  Wayne  Rossen  does ;  he  runs  an  elevator.  Elbert  Coats 
does ;  he’s  an  auto  specialist. 

“Up  one  street  and  down  another  in  Sterling  you  see  small  businessmen  who 
either  got  in  business,  or  expanded  their  business,  or  kept  their  business  through 
bad  times,  thanks  to  the  Sterling  Community  Federal  Credit  Union. 

“Last  year  alone,  with  loan  volume  nearly  $1  million,  the  Sterling  Credit  Union 
made  87  loans  for  investments  in  business  ventures.  These  business  loans  totaled 
$210,821.  In  the  past  10  years  the  credit  union’s  business  loans  probably  totaled 
more  than  $1  million. 

“Some  of  these  small  businessmen  got  their  credit  union  loans  after  being 
rejected  by  the  banks.  Others  have  always  made  a  practice  of  going  to  the 
credit  union  first. 

“Most  of  the  business  loans  run  around  $2,000  to  $4,000.  But  they  run  as  low 
as  $400  and  as  high  as  $33,000.  Only  once  has  a  cosigner  had  to  pay  off  on 
a  business  loan  made  through  the  credit  union. 
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“This  liberal  mixture  of  small  business  loans  helps  make  the  Sterling  Credit 
Union  a  thriving  enterprise.  For  the  past  5  years  the  directors  have  declared 
a  4  percent  dividend  on  shares  and  for  the  past  2  years  a  10  percent  interest 
refund. 

“In  Sterling’s  case  the  power  that  turns  credit  union  capital  into  small  business 
finance  comes  from  an  aggressive  credit  committee.  It  meets  two,  maybe  three, 
times  a  week  and  is  ‘on  call’  constantly. 

“A  Bridge  reporter  interviewed  some  small  businessmen  financed  by  the  credit 
union.  This  is  what  they  said  : 

“set  up  feed  grinder 

“James  K.  (Jim)  Lindsey  has  never  borrowed  a  dollar  from  a  bank,  but  he 
owes  his  business  to  credit  union  loans.  He’s  a  custom  feed  grinder,  preparing 
cattle  feed  and  mixing  molasses  with  the  native  grains  which  provide  Logan 
County  a  steady  source  of  income. 

“In  1948  Lindsey  moved  into  Sterling  with  a  feed-grinding  gang  from  Kaw 
Dehydrating  Co.  in  Topeka,  Kans.  That  winter  and  the  next  he  worked,  in 
Sterling,  returning  to  Topeka  in  the  summers.  In  the  winter  of  1950  he  decided 
against  moving  any  more.  His  son  was  nearing  school  age,  and  Lindsey  didn’t 
want  to  be  shuttling  the  boy  in  and  out  of  school. 

“H  >  joined  the  credit  union,  his  first  membership  in  such  an  organization,  and 
in  the  spring  of  1950  got  a  .$4,400  loan  to  buy  some  used  equipment.  He  started 
with  a  24-inch  grinder  and  little  more  save  plenty  of  know-how.  In  the  7  years 
since  he  has  borrowed  another  $10,000  and  now  has  a  36-inch  grinder,  a  molasses 
truck  and  a  fork  truck. 

“Lindsey’s  work  takes  ironman  endurance.  The  feed-grinding  season  is  during 
the  winter,  when  cattle  must  be  fed  prepared  feeds  because  snow  and  ice  cover 
the  natural  feed.  Lindsey  either  heads  a  3-man  crew  in  the  fields  or  works  3 
men.  This  winter  he  had  to  take  time  out  and  give  his  health  some  overdue  care, 
but  his  credit  union-financed  grinder  has  stayed  busy. 

“HAMBURGERS  AND  MALTS 

“Mr.  and  Mrs.  Charles  Nelson  don’t  have  to  take  the  abuse  from  weather  that 
Jim  Lindsey  does,  but  they  work  long  hours  the  year  around  in  their  malt  shop. 
It’s  a  clean,  tidy  hamburger  and  frozen-cream  stand  about  a  block  from  a  public 
school  and  less  than  a  half  block  from  the  credit  union  office. 

“Charlie  Nelson’s  membership  in  the  Sterling  credit  union  goes  back  to  1938 
when  he  was  a  school  custodian.  He  never  had  done  anything  but  odd  jobs 
until  a  couple  of  yeftrs  ago  when  he  opened  a  cafe  at  Holyoke,  a  small  town  near 
Sterling.  Then  in  July  1956  he  had  a  chance  to  buy  the  complete  stock  in  the 
malt  shop  for  $400.  The  credit  union  furnished  the  cash. 

“Each  day  at  noon  the  Nelsons  are  snowed  under.  It  takes  the  Nelsons  and 
3  or  4  high  school  girls  to  handle  the  rush  of  hamburger  and  malt  orders.  The 
hours  are  long  and  the  work  continues,  but  Charles  Nelson  supports  6  people 
off  the  malt  shop  which  the  credit  union  helped  him  buy. 

“a  welding  business 

“Rankin  Thomas,  53,  and  his  son,  Lee  Wood,  28,  may  be  well  on  their  vtfay  to 
dominating  the  important  machine  shop  business  in  Sterling.  Their  Palco  Weld¬ 
ing  Works  caters  to  oil  business.  ‘We  work  the  oil  business  pretty  good,’  Lee 
Wood  says,  ‘and  we  treat  the  boys  good.  The  steel  strike  in  1955  pretty  near 
got  us.  but  Mr.  Poole  carried  us.  We  couldn’t  make  our  payments.’ 

“Lee  Wood  arrived  in  Sterling  from  Palco,  Kans.,  March  21,  1954,  and  worked 
as  a  welder,  a  trade  he  had  learned  from  his  dad.  Lee  traded  in  his  car  for 
his  first  welding  truck,  and  Palco  Welding  Works  was  formed  soon  after. 

“In  December  1954,  Lee  got  a  $300  credit  union  loan  to  make  a  downpayment 
on  a  house.  Then  he  borrowed  $4,800  to  buy  another  truck  and  complete  welding 
rig. 

“Now  Palso  Welding  Works  has  4  trucks  and  5  welders.  The  father-son  team 
owns  its  building,  has  about  $35,000  invested  in  machinery  and  is  looking  for 
the  long,  steady  haul  which  will  help  them  pay  back  the  credit  union.  Lee  Wood 
puts  it,  ‘To  me  the  credit  union  is  run  by  a  bunch  of  honest  people.  They  care 
what  happens  to  you.’ 

“Mrs.  Ila  Strunk’s  work  tools  are  scissors  and  hair  dryers  instead  of  blow 
torches  and  wire  pliers.  She  operates  one  of  Sterling’s  largest  beauty  shops  in 
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the  same  location  where  has  been  21  years.  When  the  Bridge  reporter  visited 
her  she  had  just  a  week  ago  installed  five  new  hair  dryers.  A  $1,200  credit  union 
loan  paid  for  them. 

“Mrs.  Strunk  and  her  husband  joined  the  credit  union  in  1947.  Since  then  she 
has  borrowed  a  total  of  $2,330  to  keep  her  4-booth  shop  among  the  town’s  best. 
It  gives  Charlie  Poole  particular  pleasure  to  OK  Mrs.  Strunk’s  loan  applica¬ 
tions  because  she  graduated  from  Sterling  High  School  under  him  when  he  was 
high  school  principal  and  before  he  entered  credit  union  work. 

“expanding  a  motor  court 

"William  (Bill)  Venohr  runs  the  Plaza  Motor  Courts  directly  across  the  street 
from  the  credit  union  office.  The  Bridge  reporter  called  on  him  in  February, 
the  slowest  month  of.  the  year  for  Venubr’s  24-unit  court.  He  carried  the  smell 
of  fresh  paint  from  his  workshop  where  he  was  tending  to  midwinter  mainte¬ 
nance. 

“Bill  Venohr  was  born  and  raised  in  Watlersdorf,  Germany.  His  father  was 
a  member  of  the  village  Raiffeisen  Verein  (society),  the  forerunner  of  the  credit 
union.  Young  Venohr  came  to  this  country  and  became  a  livestock  buyer  for 
Armour  &  Co.  That  work  eventually  settled  him  in  Sterling,  where  in  1950  he 
entered  the  motel  business. 

“  ‘Sterling  is  a  good  resting  place,’  Venohr  explains.  A  credit  union  loan 
didn’t  put  him  in  the  motel  business,  but  an  $18,000  loan  from  the  credit  union 
helped  him  consolidate  some  debts  and  begin  a  remodeling  program  which  has 
marie  his  motel  one  of  the  finest  on  U.S.  Highway  138. 

“Those  five  striving  businesses  show  why  the  Sterling  Credit  Union  holds 
such  prestige  in  its  community.  Small  businessmen  have  found  it  a  source  of 
dependable  and  convenient  credit. 

“The  Sterling  Community  Federal  Credit  Union  was  chartered  July  21.  1938, 
with  $90  assets.  Originally  the  credit  union  was  suggested  for  the  First  Metho¬ 
dist  Church,  but  the  then  pastor  disliked  the  suggested  and  blunted  that  effort. 
The  credit  union  originated  as  a  cooperative  enterprise,  but  was  soon  changed 
to  a  community  type.  As  such  it  serves  virtually  all  of  Logan  County,  where 
approximately  25,000  people  live  in  an  area  just  larger  than  the  State  of  Dela¬ 
ware.  Any  Logan  County  citizen  is  eligible  for  membership. 

“The  credit  union’s  membership  reached  2.431  on  December  31,  1956.  Mem¬ 
bers’  savings  stood  at  $1,239, S41. 18  on  the  same  date — another  steadily  climbing 
figure.  Last  year  the  average  loan,  including  loans  for  all  purposes,  was  $842.45 
and  an  average  shareholding  was  $510. 

“oil  adds  to  growth 

“In  number  of  loans  made  and  amounts  loaned,  however,  the  credit  union  has 
had  a  brief  spurt  and  is  now  leveling  off.  Oil,  with  its  multiple  economic  blessings 
and  problems,  hit  Logan  County  in  a  commercial  way  in  1952.  Oilworkers,  eager 
for  local  credit,  swarmed  into  town  and  the  credit  union  started  answering  their 
needs. 

“One  big  loan  item  in  the  early  195Q’s  was  house  trailers.  Also,  new  houses 
for  the  newly  prosperous,  real  estate- money  for  investors  and  home  improve¬ 
ments  for  the  established.  Credit  union  loan  volume  jumped  from  $880,949.25  in 
1952  to  $1,021,500.36  in  1953  and  to  an  all-time  high  of  $1,022,885.81  in  1954. 
Total  income,  total  expenses  and  net  income  kept  pace  with  the  growth. 

“trailers  were  trouble 

“Sterling’s  sudden  spurt  has  slowed  now,  and  the  credit  union  has  simmered 
down  somewhat.  Its  loan  volume  last  year  for  instance,  was  $994,937.30,  or 
about  $25,000  below  the  record  1954.  Of  the  money  loaned  last  year  $680,075.91 
was  to  members  on  830  applications,  $219,500  was  to  other  credit  unions  and 
$375,000  was  invested  in  savings  and  loan  associations. 

“Several  things  caused  the  slackening-up  in  loan  volume,  treasurer-manager 
Poole  says.  ‘For  one  thing  we  began  watching  the  loans  a  little  closer.  We  got 
hurt  on  a  few  of  those  trailer  house  loans.  We  would  lend  a  guy  money  on  a 
trailer  and  he’d  make  one  payment.  The  next  month  we  would  get  a  letter  from 
him  in  Casper,  Wyo.,  or  somewhere  else.  For  another  thing  the  banks  began 
liberalizing  their  loan  policy.  A  new  industrial  bank  was  just  starting,  and 
they  got  some  of  our  customers.  Also  the  oil  boom  slowed  down  a  hit,  and  crops 
didn’t  come  in  too  well.’ 
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“Despite  the  oil  development,  Logan  County  was  and  still  is  principally  an 
agricultural  area.  Its  big  money  crops  in  order  of  total  value  are  wheat,  sugar 
beets,  barley,  corn,  alfalfa,  field  beans,  oats,  sorghums,  millets,  and  wild  hay. 

“Stock  feeding  pumps  money  steadily  into  the  county  and  city  economy. 
Cattle  feeding  is  estimated  to  be  a  $20  million  annual  enterprise,  with  some 
80,000  head  fattened  annually  in  feed  lots.  Wth  623,761  acres  of  grazing  land 
and  31,281  head  of  range  cattle,  Logan  County  is  Colorado’s  second  largest 
livestock  producer. 

“By  official  count  Sterling’s  1950  population  was  7,538.  The  1952  city  directory 
put  the  figure  at  9,652,  and  a  1955  estimate  was  12,500.  Bank  deposits,  building 
permits,  postal  receipts  and  retail  sales  have  shown  similar  gains. 

“The  credit  union  not  only  kept  pace  with  the  county’s  growth,  but  actually 
anticipated  and  preceded  it.  From  1938  to  1948  the  credit  union  did  business 
from  a  small  downtown  location.  After  the  building  owner  gave  notice  that 
she  intended  to  remodel  the  building  and  raise  the  rent  considerably,  the  credit 
union  sacrificed  its  downtown  location  for  more  room  and  a  home  of  its  pwn. 
Charlie  Poole,  Fidele  Guenzi,  and  Louie  Rieke,  three  longtime  members,  bought 
a  plot  of  land  about  eight  blocks  from  the  business  center  and  constructed  a 
small  masonry  building  for  the  credit  union  home.  The  credit  union  rents  its 
space,  a  central  office  with  handy  counter  and  ample  room  for  the  desks  of  Poole, 
an  assistant  treasurer,  and  two  secretaries,  plus  a  directors’  conference  room. 

“it’s  convenient 

“As  a  convenient  place  to  do  business,  the  Sterling  Community  Federal  Credit 
Union  is  a  model.  About  95  percent  of  its  business  is  done  across  the  counter, 
with  the  other  5  percent  by  mail.  Office  hours  are  9  to  5 :30  daily  and  9  to  noon 
Saturday.  On  the  average  day,  between  60  and  75  persons  will  come  in  to 
make  a  share  deposit,  a  loan  payment,  or  both.  In  its  19-year  history  the  credit 
union  has  made  loans  ranging  from  $10  to  $33,000. 

“There’s  only  one  Negro  family  in  Sterling,  and  they  are  longtime  credit-union 
members.  There  are  a  number  of  Spanish- American  families,,  and  many  of  them 
have  credit  union-financed  homes  or  cars. 

“two  credit  committees 

“The  hoard  of  directors  has  made  some  bylaw  changes  to  keep  pace  with 
the  credit-union’s  growth.  For  one,  they  rescinded  a  former  rule  which  limited 
a  man  to  serving  two  2-year  terms  in  succession  in  any  one  office.  Too  much  talent 
and  enthusiasm  and  willing  work  potential  was  lost  as  a  result  of  that  rule, 
they  felt.  Now  Rieke,  the  credit  committee  chairman,  is  serving  his  third 
term.  Interestingly,  every  member  of  the  credit  committee  is  a  former  chair¬ 
man  of  that  group,  and  the  credit  committee  has  alternate  members  who  meet 
with  the  regular  committee  on  call. 

“Whether  it’s  a  farmer  wanting  to  buy  feed  for  his  hogs  or  a  businessman  want¬ 
ing  to  expand  his  firm,  each  loan  applicant  gets  personal  and  confidential  consid¬ 
eration.  Either  Treasurer-manager  Poole  or  his  assistant,  Carl  Waltz,  meets  with 
the  applicant  in  the  separate -conference  room.  ‘Especially  for  the  new  mem¬ 
bers,’  Poole  says,  ‘we  try  to  dispel  the  idea  that  a  credit  union  is  just  another 
lending  agency.  We  point  out  the  democratic  fact  that  the  credit  union  is  owned 
by  the  members  and  that  no  man  has  more  than  one  vote  in  its  control.  We  don’t 
find  the  1  percent  per  month  interest  rate  hard  to  explain,  because  we  talk  in 
terms  of  how  much  is  the  money  going  to  cost  the  borrower.  We  will  show  him 
that  we  can  lend  him  money  cheaper  than  somebody  else,  or  we’ll  show  the  bor¬ 
rower  that  he  can  get  his  money  cheaper  somewhere  else  if  that  is  true.’ 

“wants  higher  limit 

“Poole  believes  that  the  $400  Federal  limit  on  signature  loans  is  outdated.  He 
would  have  the  limit  raised  to  $1,000.  ‘After  all,.’  he  argues,  ‘when  you  lend 
more,  you’re  depending  on  the  cosigner.  If  you  can  depend  on  him,  you  ought 
to  be  able  to  depend  on  the  borrower.’  Also,  Poole  believes  that  his  credit  union 
has  lost  some  loans  because  of  the  3-year  repayment  limit,  and  he  would  raise 
that  limit  to  5  years. 

“Not  only  does  the  credit  committee  meet  as  often  as  necessary,  with  either 
Poole  or  Waltz  meeting  with  them,  but  board  of  directors  meetings  are  held  sub¬ 
ject  to  call.  The  Sterling  Credit  Union  has  no  educational  committee  as  such,  but 
the  board  of  directors  takes  that  as  part  of  its  job. 
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“the  auditing  problem 

“  ‘The  weak  link  in  our  chain,  and  I  don’t  think  we’re  unusual,’  Poole  says,  ‘is 
our  supervisory  committee.  Not  that  we  don’t  have  good  members,  but  it  is  just 
impossible  to  get  them  to  make  an  audit  more  often  than  quarterly.  Oh,  it  might 
do  some  good  to  have  one  of  the  credit  committee  members  move  over  to  the  su¬ 
pervisory  committee,  but  we  feel  that  our  first  job  is  to  get  the  money  back 
to  the  members,  and  that  certainly  is  what  our  credit  committee  does.’ 

“No  small  part  of  the  Sterling  Credit  Union’s  success  is  attributed  to  its  adver¬ 
tising  and  educational  program.  Last  year  that  took  a  $1,(145.58  bite  out  of  the 
total  expenses  of  $29,749.78.  Much  of  the  advertising  money  went  to  local  news¬ 
papers,  radio,  about  $50  per  month  to  newspaper  and  $300  per  year  on  radio. 

“The  Sterling  Credit  Union  feels  strongly  about  benefits  gained  from  league 
and  national  association  membership.  They  spent  more  than  $300  last  year  on 
material  from  CUNA  Supply  Cooperative,  including  copies  of  every  release  which 
applied  to  their  problems. 

“Last  year  the  Sterling  Credit  Union  had  $82,804.65  income,  including 
$63,288.14  interest  on  loans  to  members,  $11,904.17  on  investments  in  savings  and 
loan  associations,  $5,783.38  on  loans  to  other  credit  unions  and  $1,828.96  on  other 
income. 

“One  feature  of  the  credit  union  which  Poole  likes  to  mention  is  its  family 
membership.  Some  families  run  as  high  as  15  or  20  members,  each  with  a  savings 
account.  And  there  are  a  couple  of  proud  grandfathers  who  see  that  each  grand¬ 
child  gets  a  $5  account  the  day  he  is  born.  ‘You  can’t  beat  membership  like  that,’ 
Poole  boasts. 

“The  Sterling  Community  Federal  Credit  Union  is  a  model  of  how  well  a  credit 
union  can  serve  a  community’s  needs.  In  the  process  it  has  hung  at  least  one 
record :  It  was  the  first  Federal  community-type  credit  union  in  the  United  States 
to  reach  the  $1  million  mark  in  assets.” 


[From  the  Congressional  Record  (House),  Mar.  13,  1959] 

Opening  the  Bankers’  Eyes  to  Credit  Unions 

(Mr.  Patman  (at  the  request  of  Mr.  Burdick)  was  given  permission  to  extend 
his  remarks  at  this  point  in  the  Record. ) 

Mr.  Patman.  Mr.  Speaker,  last  week  the  American  Bankers  Association  held 
its  56tli  Annual  Savings  and  Mortgage  Conference  in  New  York. 

The  American  Banker  has  reported  that  the  bankers  attending  this  confer¬ 
ence  “got  an  eye-opening  report  on  one  of  their  liveliest  competitors,  the  credit 
unions.”  The  eye-opening  report  in  question  was  delivered  by  Dr.  Rudolf  Modley 
who  told  the  bankers  that  credit  unions  now  have  assets  amounting  to  $4.3  billion 
and  they  have  share  holdings  amounting  to  nearly  $4  billion. 

These  figures  bring  up  some  important  comparisons,  and  they  raise  some  im¬ 
portant  questions  for  the  future  of  the  commercial  banking  system  of  the  country. 

paid-in  capital  about  equal 

First,  consider  this :  The  share  holdings,  of  credit  unions  or  what  we  would 
call  “paid-in  capital”  in  commercial  banking,  is  now  about  the  same  as  the 
paid-in  capital  of  all  member  banks  of  the  Federal  Reserve  System.  On  June 
23  of  last  year  the  paid-in  capital  of  all  these  banks  amounted  to  only  $4.5  billion, 
or  roughly  one-half  billion  dollars  more  than  the  paid-in  capital  of  the  credit 
unions. 

On  that  date  the  paid-in  capital,  plus  notes  and  debentures  of  all  insured  com¬ 
mercial  banks  in  the  country,  came  to  only  $5.3  billion.  In  the  case  of  all  insured 
commercial  banks,  I  do  not  have  a  separation  of  the  figures  as  between  capital 
stock  on  the  one  hand  and  the  notes  and  debentures  on  the  other.  But  that  is 
unimportant. 

The  contrasts  in  the  ways  which  the  credit  unions  and  the  commercial  banks 
use  their  paid-in  capital  make  the  interesting  points. 

seventy-seven  billion  dollars  of  government  obligations  on  CREATED  MONEY' 

As  has  been  noted,  the  total  assets  of  the  credit  unions  are  only  $4.3  billion — 
only  slightly  more  than  their  paid-in  capital.  Unlike  the  commercial  banks,  the 
creel  it  unions  do  not  create  money.  Credit  unions  have  a  certain  amount  of  money 
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invested,  by  tlieir  members,  and  they  can  lend  and  invest  no  more  than  the  mem¬ 
bers  have  put  in.  They  can  make  loams  to  their  members.  They  can  invest  in 
certain  amounts  of  U  S.  Government  securities  and  in  insured  building  and  loan 
and  savings  and  loans  institutions. 

The  commercial  banks,  on  the  other  hand,  create  money.  As  of  June  23,  1958, 
the  insured  commercial  banks,  on  their  $5.3  billion  of  paid-in  capital,  had  ac¬ 
quired  and  were  holding  $63.5  billion  of  interest-bearing  obligations  of  the  U.S. 
Government.  These  holdings  of  U.S.  Government  obligations  alone  amounted 
to  about  12  times  the  amount  of  their  paid-in  capital. 

In  addition,  these  banks  held  at  least  $13.7  billion  of  tax-exempt  obligations 
of  the  States  and  subdivisions.  This  was  the  amount  of  such  obligations  which 
they  held  at  the  end  of  1957,  and  such  holdings  have  long  been  on  the  increase. 
It  is  probable  that  by  midyear  1958  their  holdings  of  these  obligations  were 
substantially  larger. 

All  of  the  assets  of  the  insured  commercial  banks  on  June  23  came  to  $225.9 
billion.  These  assets  included,  in  addition  to  the  securities  I  have  mentioned, 
$95  billion  in  loans  outstanding  to  business,  consumers,  security  dealers,  and  so 
on,  and  included  about  $43  billion  in  cash. 

On  the  liability  side  of  the  account,  insured  commercial  banks  had,  of  course, 
some  earnings  on  their  paid-in  capital  which  had  not  been  distributed  to  the 
stockholders.  In  other  words,  there  are  earnings  from  previous  years  on  the 
created  money  which  by  one  method  of  comparison  should  be  counted  as  in¬ 
vested  capital.  These  banks  had  on  June  23,  $3.7  billion  of  undivided  profits ; 
$8.4  billion  of  surplus,  and  about  $0.5  billion  in  reserves  which,  when  added  to 
capital,  makes  a  total  capital  account  of  $17.9  billion.  If  we  compare  their 
total  capital  account  to  their  holdings  of  U.S.  Government  obligations,  we  find 
that  their  holdings  of  these  obligations  amount  to  3 y2  times  their  total  capital 
account. 

PRIVILEGES  TO  BANKS  INTENDED  FOR  SERVICES  TO  LOCAL  COMMUNITIES 

I  have  some  serious  reservations  about  allowing  the  commercial  banks  to  create 
money — which  is  done  on  a  delegation  of  the  power  of  the  U.S.  Government — 
to  acquire  U.S.  Government  securities  and  tax-exempt  securities  of  the  State 
and  local  governments.  If  it  is  wise  to  allow  the  commercial  banks  to  do  this, 
should  the  law  be  amended  to  permit  the  credit  unions  to  operate  on  a  fractional- 
reserve  system  and  create  money  to  buy  and  hold  these  kinds  of  securities? 

The  original  idea  which  justified  all  the  privileges  extended  commercial  bank¬ 
ing — the  privilege  of  chartering,  with  limited  monopoly  protection,  the  privilege 
of  creating  money  on  the  credit  of  the  United  States,  and  so  on — was  that  the 
commercial  banks  would  use  these  in  service  to  the  local  communities.  It  seems 
to  me  the  commercial  bankers  are  getting  too  far  away  from  their  proper  func¬ 
tion — serving  the  credit  needs  of  their  local  communities  when  they  become 
simply  holders  of  securities  of  the  United  States  and  tax-exempt  securities  of 
the  State  and  local  communities. 
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Credit  union  statistics,  1954-58 


State 

Credit 

unions 

Mem¬ 

bers 

Assets 

Alabama: 

1958 _ 

248 

142,  359 

$58,  531, 684 

1957 _ _ 

223 

128,  286 

49,  597,  281 

1956 _ 

212 

120,  218 

41,056,  238 

1955 . . 

181 

97,667 

31,254, 141 

1954 _ 

154 

84,  700 

25, 050,  600 

Alaska: 

1958 _ 

26 

16,660 

6, 002,  592 

1957 _ 

27 

15,  358 

5,  473, 607 

1956 _ 

26 

11,  655 

3, 939,  778 

1955 . 

25 

9,  500 

3,  200, 000 

19.54 _ 

24 

7,  450 

2,  530, 000 

Arizona: 

1958 _ 

136 

73,  325 

28,  753,  868 

1957 _ _ 

120 

58,  572 

20,  310,  316 

1956 . . . 

118 

50,391 

15,  358,  282 

1955 _ 

97 

37,  007 

11,013,082 

1954 _ 

72 

25,  300 

7,  658,  700 

Arkansas: 

1958 _ 

130 

50, 161 

8,  065,  461 

1957 _ _ 

102 

27,  323 

6,  487,  651 

1956 _ 

88 

20,153 

4,  292,  092 

1955 _ 

83 

18.700 

3,  493,  000 

1954 _ 

69 

18,  600 

3,  526, 000 

California: 

1958 _ _ 

1,  618 

1,  093,  648 

506,  830,  510 

1957 _ 

1,462 

1,  043,  206 

435,  855,  969 

1956 _ 

1,438 

938, 226 

386, 067,  427 

1955 _ 

1,  292 

785,  000 

313,816,000 

1954 _ 

1,162 

643,  900 

232, 236,  500 

Colorado: 

1958 _ 

284 

150, 369 

66, 885, 247 

1957 _ 

255 

135,  241 

55,  617, 166 

1956 _ 

240 

118,  550 

45, 876, 747 

1955 _ 

223 

103, 145 

37,  293,  688 

1954 _ 

199 

90,800 

30,  752, 900 

Connecticut: 

1958 _ _ 

395 

248, 431 

113,  372,226 

1957 _ 

436 

247,  018 

106,  223,  667 

1956 _ 

382 

227,  619 

90.  325,  004 

1955 _ _ 

357 

205.  785 

78, 384, 268 

1954 _ 

339 

211,  500 

72, 542,  600 

Delaware: 

1958 _ 

28 

10, 150 

3,  412, 250 

1957 _ 

21 

14,  935 

3, 021, 196 

1956_ _ _ 

25 

11,  243 

3,  219, 868 

1955 _ _ 

13 

7,060 

1,991,000 

1954 _ 

17 

5,600 

1,448,600 

District  of  Colum¬ 
bia: 

1958_ . . 

175 

206,  526 

60,  040,  832 

1957 _ 

160 

191,611 

58,  653,  064 

1956 _ 

171 

181, 192 

53,  902,  539 

1955 _ 

164 

173,  923 

45,  424,  208 

1954 _ 

154 

166, 800 

39,  690,  200 

Florida: 

1958 _ 

500 

268, 391 

99,  668.  463 

1957 _ 

487 

229, 942 

80,941,297 

1956 _ 

439 

236,  070 

81,  255,  328 

1955 _ 

410 

177,  000 

43, 140,  413 

1954 _ _ 

393 

134,  500 

40, 888,  800 

Georgia: 

1958 _ 

296 

175,341 

53, 187, 971 

1957 _ 

293 

152, 178 

48,  747,  551 

1956 _ 

280 

147,  831 

60,  253, 204 

1955 _ 

249 

125,  500 

32,  661,  000 

1954 _ 

235 

101,  000 

25,  121,  200 

Hawaii: 

1958 _ 

157 

94,  005 

58, 095,  225 

1957 _ 

148 

88,  223 

52, 967,139 

1956 _ 

143 

82,  906 

48,  202,  563 

1955 _ 

140 

77,  396 

43,  140,413 

1954 _ 

133 

69,  751 

36. 604, 975 

Idaho: 

1958 _ 

123 

31,335 

10,  244,117 

1957 _ 

104 

27, 122 

8,  316,  226 

1956 _ 

101 

20,  753 

5,  476,  434 

1955 _ 

87 

18, 135 

4,  680,  504 

1954 _ 

74 

16, 160 

3,  716,  900 

State 

Credit. 

unions 

Mem¬ 

bers 

Assets 

Illinois: 

1958 . . 

1,636 

877, 980 

$387,  568,  519 

1957 . . 

1,582 

806,  551 

337,  847, 385 

1956 _ 

1,473 

730,000 

272, 430, 668 

1955 _ 

1.  404 

700, 000 

254.  680, 000 

1954 _ _ 

1,  325 

635,000 

212, 667, 000 

Indiana: 

1958 _ 

451 

243,  032 

109, 146,  714 

1957 _ 

451 

238,  919 

102,  570, 890 

1956 _ 

439 

260,  702 

90, 859,  714 

1955 _ _ 

437 

221,  600 

82, 109, 000 

1954 _ 

450 

250,  550 

60,  600,  575 

Iowa: 

1958 _ 

323 

121,902 

55, 677, 156 

1957 . . . 

306 

113, 131 

45,  235, 039 

1956 _ 

299 

106, 667 

39, 729, 766 

1955 _ _ _ 

270 

93,200 

32, 762, 800 

1954 _ 

278 

87,000 

27, 726, 900 

Kansas: 

19.58 _ 

290 

120, 862 

49, 399, 168 

1957... . . . 

265 

109, 049 

39,  960,  629 

1956 _ 

234 

64,  907 

21,  160,  560 

1955 . . 

228 

87,  700 

27, 309,  000 

1954 _ 

218 

63, 650 

20, 117, 900 

Kentucky: 

1958 . . .. 

192 

77,  278 

30,991.006 

1957 _ 

186 

72,  573 

26,  848, 027 

1956 _ 

183 

78,  897 

26, 644, 064 

1955 _ 

177 

67, 000 

18,  770, 000 

1954 _ 

167 

64, 000 

15, 895, 800 

Louisiana: 

1958 _ 

376 

179, 159 

58, 282, 363 

1957 _ 

360 

157,  566 

49, 448, 054 

1956.... . . 

366 

154,  342 

49,  448,  054 

1955 _ 

355 

133, 000 

37, 154,000 

1954 _ 

325 

106,  500 

32, 417, 900 

Maine: 

1958 _ . _ 

105 

54,  854 

17,  793,  957 

1957 _ 

107 

62,630 

17,310,536 

1956 _ 

98 

54,603 

16. 676,  857 

1955 . . 

85 

36,  700 

10,  734, 000 

1954 _ 

70 

32, 300 

7, 367, 600 

Maryland: 

1958 _ 

180 

123,  666 

30,  736,  289 

1957 _ 

161 

107, 119 

28,  222, 358 

1956 _ 

162 

101,  582 

24, 089,  653 

1955 _ 

153 

92,  400 

21,  776, 000 

1954 _ 

136 

76,  900 

15, 329,  200 

Massachusetts: 

1958 . . . 

736 

504,  297 

208,  700,  942 

1957 _ _ 

715 

498,  771 

190,  317,  040 

1956 _ 

699 

480, 870 

172,  978,  830 

1955.... . . 

674 

460,  054 

153,  797,  394 

1954 _ 

627 

426, 300 

135, 948,  500 

Michigan: 

1958 . . 

1, 109 

824, 074 

396,  345,  343 

1957 _ 

1,008 

722, 150 

326,  436,  421 

1956 _ 

953 

710, 188 

304,  485,  049 

1955 _ 

877 

553,  571 

214,  247, 000 

1954 _ 

811 

480,  700 

176,  634, 100 

Minnesota: 

1958 _ 

457 

212, 114 

110,  823,668 

1957 _ _ _ 

445 

205,  533 

96,  393,  755 

1956 _ 

420 

180, 170 

86, 379, 350 

1955 _ 

398 

160,  700 

70,  696,  000 

1954 _ 

387 

126, 100 

50,  609,  900 

Mississippi: 

1958 _ _ 

101 

47,  456 

14, 157,  257 

1957 _ 

103 

42,  717 

12,  732, 103 

1956 _ 

86 

32,609 

8,  893, 847 

1955 _ 

81 

29, 741 

7, 290,  000 

1954 _ 

84 

28,700 

5, 963, 800 

M  issouri : 

1958 _ 

577 

283,  558 

119, 112,865 

1957 _ 

571 

266,  323 

107,736,249 

1956 _ 

550 

294, 084 

115,  606,  627 

1955 _ _ 

529 

196, 143 

66, 376,  000 

1954 _ 

508 

180, 100 

56,  744, 300 

40446 — 59 
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Credit  union  statistics,  1954-^58 — Continued 


State 

Credit 

anions 

Mem¬ 

bers 

Assets 

State 

Credit 

unions 

Mem¬ 

bers 

Assets 

Montana: 

Pennsylvania— Con. 

1958 

140 

34,  784 

$10,  227,  037 

1955 _ 

909 

461,400 

$122, 498,000 

1957 

142 

32,  447 

9, 39l!  470 

1954 _ 

838 

449, 700 

111,  766, 900 

1956 _ 

135 

25;  444 

7, 329,  376 

Rhode  Island: 

1955— 

98 

17, 110 

4,  904,  000 

1958 _ 

105 

111, 489 

$63,  855, 122 

1954 

89 

18,780 

4,  542,  200 

1957 _ 

97 

101,  796 

54,  699,  796 

Nebraska: 

1956 _ 

97 

93, 062 

49,  390, 124 

1958 

151 

70,  296 

30,  662, 100 

1955 _ 

82 

87,  000 

43,  961,000 

1957— 

148 

65',  293 

26, 415, 030 

1954 _ 

77 

82, 300 

39, 038, 900 

1956 _ 

145 

56,  525 

18,  279,  £34 

South  Carolina: 

1955 

140 

55,  925 

18,  923,  403 

1958 _ 

80 

36, 728 

9,234,  517 

1954 

135 

50,600 

15,  471, 600 

1957 _ 

78 

34,  664 

8,  340, 089 

Nevada: 

1956 _ 

69 

30, 229 

7, 815.  423 

1958 

50 

15,  802 

7, 182,  326 

1955 _ 

69 

31, 900 

7.  143,  000 

1957  . 

42 

15,  785 

5.  747;  323 

1954 _ 

58 

24,000 

5, 044, 400 

1956 _ _ - 

42 

20,  842 

5,  842,  676 

South  Dakota: 

1955 

39 

11,  800 

2,  998,  000 

1958 _ 

80 

25,  256 

9.  085,  496 

1954 

36 

9'  600 

2, 467, 700 

1957 _ 

77 

21.230 

7,  391,  850 

New  Hampshire: 

1956 _ 

70 

17, 908 

5,  982, 474 

1958 

49 

28,  956 

11,  559,  844 

1955 _ 

70 

14,842 

4,  496,  866 

1957 

46 

23, 906 

8]  839',  506 

1954 _ 

69 

11,  525 

3;  344;  400 

1956 _ 

43 

23;  484 

8;  609, 874 

Tennessee: 

1955 

41 

18,  304 

6,  739, 074 

1958 _ _ 

323 

181,  614 

69,  086,  255 

1954 

44 

30;  000 

6, 238',  000 

1957 _ 

310 

160,  267 

62,  562,  810 

New  Jersey: 

1956 _ 

293 

154, 929 

58,  570,  058 

1958 

505 

294,  977 

100, 951,408 

1955 _ 

268 

122,  600 

40.  055,  000 

1957 

506 

273',  127 

93,  473'  526 

1954 _ 

250 

122,  100 

38, 946,  500 

1956 _ 

497 

254,  502 

76, 197, 350 

Texas: 

1955  __  _ 

475 

219,  000 

59,  700,  000 

1958 _ _ 

1,091 

614,  251 

252,  574,  598 

1954 

451 

210,  610 

52,  431,  500 

1957 _ _ 

1,031 

542,  503 

215,  676, 206 

New  Mexico: 

1956 _ 

998 

501. 386 

200, 474;  698 

1958 

100 

37,  751 

13,  656,119 

1955 _ 

917 

424,  000 

148,  584,  000 

1957 

95 

34, 341 

12, 323.  745 

1954 _ _ 

851 

362, 200 

115, 257,900 

1956  _ 

93 

38,  403 

12, 136, 149 

Utah: 

1955  _ 

78 

24,  479 

6,  437, 000 

1958 _ 

217 

76,  676 

38, 121,  895 

1954 

70 

18,  200 

3,  798, 700 

1957 _  _ 

210 

68,  560 

30,  434,  614 

New  York: 

1956 _ 

200 

58',  865 

22, 352, 314 

1958  _ 

1,008 

648, 110 

208.631,530 

1955 _ 

145 

47,  886 

18, 121, 307 

1957 

999 

589, 191 

189,  631,  530 

1954 _ 

138 

41, 150 

14, 165, 100 

1956 _ 

1,010 

586,  528 

177,  313,  827 

Vermont: 

1955  _ 

961 

519, 000 

143,  900,  000 

1958 _ _ _ 

64 

13,  714 

3.  154,  528 

1954  _ 

955 

517,  500 

118,  070,  500 

1957 _ 

63 

13,  484 

2.  825,  547 

North  Carolina: 

1956 _ 

59 

12;  405 

2,  300,  970 

1958  _ 

239 

101, 373 

31,317, 393 

1955 _ 

59 

10,  645 

1,  696,  000 

1957 _ 

235 

97,  258 

27,  912, 942 

1954 _ 

55 

9,800 

1, 425, 000 

1956 _ _ 

233 

98, 668 

24,  082.  462 

Virginia: 

1955  _ 

229 

81, 350 

19,  515, 000 

1958 _ 

247 

130, 393 

37,  677,  749 

1954 _ 

269 

89, 000 

23,  512,  900 

1957 _ 

227 

122,  845 

29'.  750,  067 

North  Dakota: 

1956 _ 

220 

99,  878 

24, 348, 062 

1958  _ 

114 

28,110 

12, 532, 035 

1955 _ 

207 

87.  426 

24,  348,  062 

1957 _ 

113 

27,  590 

10, 865, 362 

1954  .. 

191 

67,  500 

14i  036, 700 

1956 _ 

109 

25, 324 

8,  990, 265 

Washington: 

1955  _ 

112 

26,  500 

8,  822, 000 

1958  . . . 

299 

214,  244 

89,  765,  823 

1954 _ 

106 

23,200 

7,  555,  700 

1957 _ 

290 

190,  874 

72,  612]  275 

Ohio: 

1956 _ 

273 

157,  640 

57. 148, 673 

1958  _ 

1, 103 

585, 000 

241,000,  000 

1955 _ 

259 

134. 492 

45,  718,  483 

1957  _ 

l]  045 

563, 606 

220, 868, 362 

1954. . .  _ 

240 

115, 282 

35, 015, 861 

1956 _ 

1,005 

551, 150 

210,  573, 713 

West  Virginia: 

1955 _ 

926 

483, 000 

162,  414,  000 

1958 _ 

105 

37.  041 

12, 620, 422 

1954  _ 

872 

431, 400 

143, 419, 300 

1957 _ 

93 

33.  674 

10,  930,  514 

Oklahoma: 

1956 _ 

90 

33, 349 

9,  559,  441 

1958  _ 

150 

109,  574 

44,  855,  629 

1955 _ 

92 

29,  157 

8,  035.  000 

1957.. . . 

134 

86,  364 

36, 819, 833 

1954 _ 

82 

26, 350 

6i  604,  700 

1956... . . 

138 

94,  036 

29,  409,  263 

Wisconsin: 

1955 _ 

128 

82,  259 

24, 622, 374 

1958 _ 

733 

330,  415 

173,  788,  831 

1954 _ 

107 

61,600 

19,  515,  500 

1957--. 

716 

315,  531 

154,  033j  282 

Oreeon: 

1956 _ 

702 

313. 334 

142,  655',  303 

1958  _ 

188 

93, 088 

40,  665, 109 

1955  . 

702 

293,  300 

120,  655,  000 

1957 _ 

167 

80,  747 

32, 140,  531 

1954  . 

674 

267, 571 

102;  695, 665 

1956 _ 

155 

69,  925 

25,  528,  462 

Wyoming: 

1955 _ 

142 

69,  500 

19,  656,  700 

1958 

47 

13,  885 

5,  610,  383 

1954.  _ 

121 

50,  400 

15, 423,  600 

1957 _ 

41 

13,  026 

4,'  788]  720 

Pennsylvania: 

1956 _ 

39 

11, 795 

3,  892.  907 

1958 _ 

1, 116 

574,  853 

195,  930,  792 

1955-.- 

39 

9,  500 

2,  582,  000 

1957 _ 

1,024 

543,  796 

173,  076,  725 

1954 

39 

7,775 

1;  842;  000 

1956  _ _ 

961 

502,  529 

146,  403.  469 
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Members  Who  Want  To  Be  Recorded  as  Favoring  Credit  Union  Bill 

Hon.  Francis  E.  Walter,  15th  District,  Pennsylvania 
Hon.  Cleveland  M.  Bailey,  Third  District,  West  Virginia 
Hon.  John  Blatnik,  Eighth  District,  Minnesota 
Hon.  Charles  S.  Gubser,  Tenth  District,  California 
Hon.  James  Roosevelt,  Twenty-sixth  District,  California 
Hon.  H.  Dent,  Twenty-first  District,  Pennsylvania 
Hon.  Harris  B.  McDowell,  Jr.  (at  large),  Delaware 
Hon.  James  Burke,  Thirteenth  District,  Massachusetts 
Hon.  Gerald  Flynn,  First  District,  Wisconsin 
Hon,  Seymour  Halpern,  Fourth  District,  New  York 
Hon.  Denver  D.  Hargis,  Third  District,  Kansas 
Hon.  Ralph  J.  Rivers  (at  large),  Alaska 

Mr.  Patman.  Our  first  witness  this  morning  is  Congressman  Abra¬ 
ham  J.  Multer  of  the  13th  District  of  New  York. 

Mr.  Multer,  we  are  glad  to  have  you  and  you  may  proceed  in  your 
own  way. 

STATEMENT  OF  HON.  ABRAHAM  J.  MULTER,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Multer.  Thank  you,  Mr.  Chairman  and  members  of  the  com¬ 
mittee.  I  am  pleased  with  the  opportunity  of  having  the  privilege 
of  appearing  before  you  and  presenting  my  views  to  you  on  this  im¬ 
portant  legislation. 

If  it  is  agreeable  to  the  committee  I  will  ask  you  to  make  a  part  of 
your  record  my  brief  statement,  and  I  will  not  take  the  time  to  read  it. 

Mr.  Patman.  Without  objection,  it  is  so  ordered. 

Air.  Multer.  I  think  we  can  expedite  matters  by  briefly  telling  you 
what  is  in  it  and  then  submitting  myself  to  questions  as  to  bills  before 
the  committee. 

Mr.  Patman.  That  will  be  perfectly  all  right. 

Mr.  Multer.  Mr.  Chairman  and  members  of  the  committee,  I  appre¬ 
ciate  the  opportunity  afforded  to  me  to  attend  here  today  and  submit 
to  you  my  views  in  support  of  the  enactment  of  H.R.  3674,  a  bill  to 
amend  the  Federal  Credit  Union  Act. 

It  is  quite  fitting  that  this  act  should  be  reviewed  and  amended  so 
as  to  modernize  it  and  bring  it  up  to  date  at  this  time.  A  brief  review 
of  the  history  of  credit  unions  is  both  appropriate  and  interesting. 

The  entire  year  of  1959  has  been  designated  anniversary  year  hy 
the  international  credit  union  movement,  which  is  now  serving  more 
than  1214  million  people  through  the  United  States  and  many  other 
parts  of  the  world.  I  would  like  to  call  attention  to  the  credit  union 
movement’s  remarkable  record  of  achievements  during  the  past  half 
century.  By  fulfilling  the  twofold  objectives  of  teaching  people  the 
real  meaning  of  thrift  and  by  making  available  a  low-cost  source 
of  personal  credit,  it  has  helped  people  of  all  areas  of  the  world,  and 
of  all  races,  colors,  and  creeds,  to  help  themselves  to  a  greater  share  of 
financial  independence  and  economic  security. 

As  one  part  of  this  year’s  anniversary  year  celebration,  the  credit 
union  movement  is  celebrating  the  25th  anniversary  of  the  first  Federal 
Credit  Union  Act,  which  was  enacted  on  June  26,  1934.  This  act  has 
enabled  millions  of  Americans,  from  Alaska  to  the  Canal  Zone  and 
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from  Maine  to  Hawaii,  to  join  together  in  credit  unions  to  save  and  to 
provide  each  other  with  a  constant  and  convenient  source  of  low-lost 
credit. 

One  of  the  most  amazing  facts  about  this  activity  is  that  the 
Bureau  of  Federal  Credit  Unions,  which  charters  and  supervises  the 
Federal  credit  unions,  is  completely  self-supporting,  obtaining  its 
income  from  supervision  fees  paid  by  the  Federal  credit  unions. 

The  other  anniversaries  that  will  be  celebrated  by  the  credit  union 
movement  during  1959  are  the  50th  anniversary  of  the  first  credit 
union  in  the  United  States,  the  50th  anniversary  of  the  first  State 
credit  union  law  in  the  United  States,  and  the  25th  birthday  of  the 
Credit  Union  National  Association  (CUNA),  the  nonprofit  voluntary 
organization  of  the  more  than  25,000  credit  unions  operating  in  the 
world  today. 

The  first  credit  union  in  the  United  States  was  organized  in  Man¬ 
chester,  N.H.,  in  1909,  by  a  Canadian  legislative  reporter,  Alphonse 
Desjardins,  who  brought  the  credit  union  idea  to  this  continent  in  1900 
when  he  organized  a  credit  union  in  Levis,  Quebec.  Desjardins  had 
picked  up  the  idea  from  Europe  where  it  was  first  developed  by  a 
German,  Friedrich  Wilhelm  Raiffeisen,  and  carried  throughout  Eu¬ 
rope  by  people  of  other  nationalities.  This  international  flavor  of 
the  credit  union  idea  is  being  furthered  today  by  CUNA,  as  it  pro¬ 
motes  the  development  of  credit  unions  and  the  democratic  idea  of 
self-help  through  cooperation  throughout  such  underdeveloped  areas 
as  the  Fiji  Islands,  southeast  Asia,  Africa,  and  South  America.  This 
work  has  made  many  friends  for  the  United  States  in  these  areas,  and 
has  given  some  of  these  people  their  first  teachings  in  our  democratic 
way  of  life. 

The  first  credit  union  law  in  the  United  States  was  passed  in  the 
State  of  Massachusetts  in  1909,  largely  because  of  the  efforts  of  two 
great  Americans,  Pierre  Jay,  then  banking  commissioner  of  Massa¬ 
chusetts,  and  Edward  A.  Filene,  a  prominent  Boston  merchant  and 
philanthropist,  who  first  saw  in  credit  unions  a  method  by  which 
people  of  small  means  could  gain  a  larger  share  of  control  over  their 
iftwn  economic  destinies. 

Today  half  of  the  credit  unions  in  this  country  are  federally 
chartered.  There  are  almost  10,000  of  them  and  they  serve  more  than 
5  million  of  our  citizens. 

Operating  on  the  theory  that  an  individual’s  most  valuable  asset  is 
his  character,  these  Federal  credit  unions  have  marked  up  an  outstand¬ 
ing  record  in  the  field  of  personal  finance.  During  the  past  25  years, 
less  than  one-fifth  of  1  percent  of  the  millions  of  dollars  they  have 
loaned  has  not  been  repaid  by  their  members — a  record  that  any 
financial  institution  would  be  proud  of. 

Although  the  Federal  Credit  Union  Act  has  proven  to  be  a  remark¬ 
ably  effective  instrument  during  the  25  years  of  its  existence,  it  has 
not  kept  pace  in  many  respects  with  the  changes  in  our  economy  and 
the  evolving  needs  of  credit  unions  and  their  members  which  have 
arisen  during  this  period.  In  view  of  that  situation  our  distinguished 
colleague  from  Montana,  Mr.  Anderson,  introduced  H.R.  12819  in  the 
last  Congress.  I  introduced  H.R.  12877  and  H.R.  18871  in  the  last. 
Congress. 
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These  bills  have  received  wide  publicity  resulting  in  much  atten¬ 
tion  being  given  to  this  important  subject  matter. 

As  a  result,  both  Representative  Anderson  and  I  have  received 
considerable  correspondence  with  reference  thereto. 

During  the  recess  and  since  the  convening  of  tliis  Congress,  we  have 
had  the  opportunity  to  meet  and  consult  with  many  persons  and  asso¬ 
ciation  representatives  familiar  with  the  operations  of  credit  unions. 

After  many  months  of  independent  research  and  close  consultation, 
on  January  29,  1959,  I  introduced  a  bill— H.R.  3674 — designed  to 
modernize  and  recodify  the  act.  Congressman  Anderson  of  Montana, 
who  has  long  been  a  student  of  credit  unions,  on  the  same  day,  intro¬ 
duced  an  identical  bill — H.R.  3675.  Both  bills  are  being  supported  by 
the  Credit  Union  National  Association  and  by  credit  unions  through¬ 
out  the  country. 

I  am  pleased  to  set  forth  here  a  copy  of  the  letter  sent  to  me  by  the 
Credit  Union  National  Association,  Inc.,  the  original  of  which  was 
sent  to  our  distinguished  chairman  of  the  Banking  and  Currency 
Committee,  Mr.  Spence,  which  reads  as  follows : 


Credit  Union  National  Association,  Inc., 

Madison,  Wis.,  February  19, 1959. 

Hon.  Brent  Spence, 

Chairman,  House  Banking  and  Currency  Committee, 

House  Office  Building,  Washington,  D.C. 

Dear  Mr.  Spence  :  On  January  29,  bills  were  introduced  by  Congressman 
Multer  (H.R.  3674)  and  Congressman  Anderson  (H.R.  3675)  which  are  iden¬ 
tical  in  all  respects  and  propose  a  number  of  amendments  designed  to  modern¬ 
ize  and  recodify  the  Federal  Credit  Union  Act.  These  bills  are  supported  by 
the  Credit  Union  National  Association,  which  represents  the  organized  credit 
union  movement. 

As  you  know,  we  are  this  year  celebrating  the  25th  anniversary  of  passage 
of  the  Federal  Credit  Union  Act.  Although  credit  unions  have  made  a  remark¬ 
able  record  of  achievement,  the  law  under  which  they  function  has  not  under¬ 
gone  a  major  revision  during  this  time.  The  amendments  contained  in  the 
Multer  and  Anderson  bills  are  designed  to  allow  Federal  credit  unions  to  serve 
the  evolving  thrift  and  credit  needs  of  their  more  than  5  million  members  in 
a  more  effective  manner. 

Therefore,  on  behalf  of  the  approximately  9,000  Federal  credit  unions  and 
their  members,  we  respectfully  request  that  your  committee  consider  these 
bills  at  the  earliest  possible  convenience.  We  also  request  the  opportunity  to 
submit  a  statement  and  appear  before  your  committee  at  that  time.  If  possible, 
we  would  appreciate  your  advising  us  as  to  the  approximate  date  when  the 
Banking  and  Currency  Committee  could  consider  the  proposed  legislation. 

We  regret  that  we  did  not  have  the  opportunity  to  honor  you  in  person  at 
our  congressional  dinner  in  Washington  on  February  4,  as  1  of  the  28  present 
Members  of  Congress  who  were  instrumental  in  passing  the  original  Federal 
Credit  Union  Act  in  1934.  However,  we  are  grateful  for  your  continuing 
interest  in  and  contribution  to  the  credit  union  movement  through  the  years. 

Sincerely  yours, 


H.  Vance  Austin, 
Managing  Director. 


Other  bills  identical  to  H.R.  3674  and  H.R.  3675  have  been  in¬ 
troduced  as  follows: 


H.R.  5939,  on  March  23,  1959,  by  Mr.  Powell  of  New  York 
H.R.  5958,  on  March  23,  1959,  by  Mr.  Johnson  of  Colorado 
H.R.  5988,  on  March  24,  1959,  by  Mr.  Rodino  of  New  Jersey 
H.R.  6122,  on  April  7,  1959,  by  Mr.  Burdick  of  North  Dakota 
H.R.  6161,  on  April  8,  1959,  by  Mr.  Flynn  of  Wisconsin 
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H.R.  6241,  on  April  10,  1959,  by  Mr.  Farbstein  of  New  York 
H.R.  6755,  on  April  28,  1959,  by  Mr.  Miller  of  California 

H.R.  5777  was  introduced  by  Mr.  Patman  on  March  18,  1959,  and 
two  bills  identical  to  that  were  introduced  on  April  15,  1959,  by  Mr. 
Anderson  of  Montana,  H.R.  6407,  and  on  May  6,  1959,  by  Mr.  Roose¬ 
velt  of  California,  H.R.  6927. 

With  one  minor  exception,  the  Patman  bill  seeks  to  accomplish 
exactly  the  same  amendments  as  sought  by  the  Mu  Iter- Anderson 
bills.  The  only  difference  in  substance  between  the  two  bills  is  that 
the  Multer- Anderson  bills  provide  for  a  review  by  the  Director  of 
the  Bureau  of  Federal  Credit  Unions  of  the  expulsion  of  a  credit 
union  member  if  such  a  review  is  requested  by  the  expelled  member. 

The  form  of  the  two  bills  is,  however,  vastly  different.  With  all 
due  modesty  I  daresay  that  the  Multer- Anderson  bills  are  good  and 
proper  bill  draftsmanship  and  for  that  I  give  full  credit  to  our  legis¬ 
lative  counsel.  No  one  can  deny  that  setting  forth  a  law  or  a  section 
of  a  law,  together  with  the  amendatory  language,  makes  for  clarity, 
promotes  understanding  of  the  purpose  of  the  amendment,  and  elimi¬ 
nates  possible  confusion.  After  the  enactment  of  a  bill  in  the  form 
of  the  Multer- Anderson  bills,  we  will  find  the  law  and  all  the  amend¬ 
ments  thereto  in  one  place.  If  we  follow  the  form  of  the  Patman 
bill  it  will  be  necessary  for  the  lawyer,  researcher,  or  student  to  go 
back  to  the  original  statute  of  25  years  ago  and  then  search  year  by 
year  for  every  amendment  to  that  statute  and  then  take  the  original 
statute  and  each  of  the  amendatory  statutes  and  compare  them  word 
by  word  with  the  instant  statute  to  determine  just  what  changes  in  the 
law  have  been  effected. 

If  there  was  but  a  single  change  sought  in  the  Credit  Union  Act 
it  would  not  make  too  much  difference  whether  we  used  the  Patman 
form  or  the  Multer- Anderson  form.  It  makes  a  tremendous  differ¬ 
ence,  however,  when  some  28  different  changes  or  amendments  are 
sought  to  be  effected  by  the  bills  being  considered.  The  changes 
sought  by  the  Patman  bill  occupy  12y2  pages.  When  these  changes, 
plus  the  change  sought  by  the  Multer- Anderson  bills,  are  placed  in 
their  proper  context  in  the  body  of  the  Federal  Credit  Union  Act, 
it  runs  to  32  pages. 

In  addition  to  the  Members  who  indicated  their  appoval  of  the 
Multer- Anderson  bills,  H.R.  3674  and  H.R.  3675,  a  host  of  other 
Members  of  Congress  have  indicated  to  me  orally  their  intention  to 
support  the  Mxdter- Anderson  bills.  In  addition,  the  following  Mem¬ 
bers  have  indicated  in  writing  their  support  of  the  Multer- Anderson 
bills,  to  wit:  Mr.  Anfuso,  of  New  York;  Mr.  Blatnik,  of  Minnesota; 
Mr.  Buckley,  of  New  York;  Mr.  Cohelan,  of  California;  Mr.  Harmon, 
of  Indiana;  Mr.  Johnson  of  California;  Mr.  Madden,  of  Indiana; 
Mr.  Miller,  of  California ;  Mr.  Moorhead,  of  Pennsylvania ;  Mr.  Mor¬ 
ris,  of  Oklahoma ;  Mr.  Moulder,  of  Missouri ;  Mr.  Rivers,  of  Alaska ; 
and  Resident  Commissioner  F ernos-Isern. 

A  section-by-section  analysis  and  summary  of  H.R.  3674  and 
H.R.  3675  appears  in  the  appendix  of  the  Congressional  Record  of 
April  10,  1959,  at  pages  A2947  to  A2953.  I  am  not  repeating  that 
analysis  here  because  a  comparative  summary  of  what  is  accom¬ 
plished  by  the  Multer- Anderson  bills  and  the  Patman  bill  has  already 
been  submitted  to  this  committee  as  a  part  of  the  statement  made  on 
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May  11,  1959,  by  Mr.  Julius  Stone,  first  vice  president  of  the  Credit 
Union  National  Association  and  chairman  of  its  legal  and  legislative 
committee. 

There  are  credit  unions  in  every  one  of  the  49  States  of  the  United 
States  and  in  the  Commonwealth  of  Puerto  Rico  and  in  the  Territory 
of  Hawaii  which  is  now  a  de  facto  State.  In  most  of  these  States  the 
credit  unions  are  organized  into  State  leagues.  I  do  not  know  of  a 
single  objection  to  the  enactment  of  the  Multer- Anderson  bills.  As 
a  matter  of  fact,  most  of  the  credit  unions  and  their  leagues  and  asso¬ 
ciations,  including  the  national  association,  have  indicated  their  ap¬ 
proval  of  the  Multer- Anderson  bills. 

I  urge  this  committee  to  favorably  report  H.R.  3674. 

Thank  you  again  for  the  privilege  of  appearing  before  you  and 
expresing  my  views  on  this  important  legislation. 

In  my  statement  I  briefly  review  the  history  of  the  credit  union 
movement.  I  am  quite  sure  the  committee  is  thoroughly  familiar 
with  that  at  this  time.  If  my  recollection  serves  me  correctly  the 
chairman  of  this  subcommittee,  Mr.  Patman,  was  a  Member  of  the 
Congress  when  the  first  Federal  Credit  Union  Act  was  enacted  some 
25  years  ago. 

The  movement  has  gone  a  long  way  since  that  time,  and  we  will 
find,  in  every  State  of  the  Union,  and  I  think  in  every  Territory  and 
possession  of  the  Union,  one  or  more  credit  unions.  They  are  all 
doing  a  fine  and  an  important  service  in  their  communities. 

The  bills  that  are  before  you  for  consideration,  seeking  to  amend 
the  original  Federal  Credit  Union  Act  are  very  much  alike  in  sub¬ 
stance.  The  Patman  bill,  H.R.  5777,  and  two  other  bills  that  are 
identical  in  form  to  that,  seek  to  accomplish  by  amendment  all  of  the 
things,  except  one,  that  are  in  the  Multer  bill,  which  is  H.R.  3674, 
and  the  Anderson  bill,  H.R.  3675,  both  of  which  were  introduced 
early  in  January. 

There  are  seven  other  bills  introduced  by  other  members,  which  are 
identical  with  the  Multer- Anderson  bills.  They  all  seek  to  accom¬ 
plish  in  substance  the  same  purpose. 

So  far  as  I  know,  no  one  thus  far  has  indicated  any  opposition  to 
any  of  these  amendments. 

One  amendment  that  is  in  the  Multer- Anderson  bills,  and  not  in  the 
Patman  bill,  I  believe  also  will  withstand  any  oposition  if  any  should 
develop.  It  merely  gives  the  Director  of  the  Federal  Credit  Union 
Bureau  the  right  to  review  an  expulsion  of  a  member  by  a  credit 
union  in  the  event  that  member  seeks  review.  I  think  it  is  almost 
self-evident  that  there  should  be  some  such  review  where  a  credit 
union,  which  is  in  effect  a  membership  association,  should  undertake 
to  expel  one  of  its  members.  It  is  obviously  a  blot  on  the  name  and 
character  of  the  individual  concerned,  and  if  he  feels  aggrieved  he 
should  have  a  right  to  have  a  review  by  an  officer  independent  of  the 
credit  unions,  the  gentleman  being  the  supervisory  and  chartering 
authority  under  existing  law,  and  under  the  law  as  sought  to  be 
amended  by  the  bills  before  you. 

The  important  changes  sought  to  be  accomplished,  other  than 
mere  form  are  increasing  the  lending  authority  of  the  credit  unions, 
giving  them  authority  to  operate  more  smoothly,  permitting  them  to 
have  paid  employees  under  certain  circumstances — really  not  paid 
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employees,  but  to  pay  for  certain  services  that  are  necessary  to  the 
smooth  operation  of  a  credit  union — setting  up  a  so-called  central 
credit  union,  and  let  me  indicate  that  that  is  not  new  in  the  credit 
union  movement.  Many  States  have  already  done  just  that.  They 
have  set  up  central  credit  unions  within  each  State,  which  central 
credit  unions  are  of  assistance  to  the  credit  unions  organized  under 
State  law,  as  well  as  to  the  officers  and  commiteemen  who  operate, 
and  the  directors,  who  operate  the  credit  unions.  The  central  credit 
union  is  a  source  of  credit  to  officers  and  directors  of  credit  unions 
who  could  not  qualify  under  the  law  to  borrow  from  their  own  credit 
union,  because  that  would  involve  self-dealing.  So  they  have  set  up 
these  central  credit  unions  within  the  States  to  make  credit  available 
to  those  men  if  and  when  they  need  it,  and  the  provision  in  the  Pat¬ 
man  and  Multer  bills  would  do  the  same  thing  on  the  Federal  level. 

In  other  words,  what  these  bills  do  is  to  amplify  the  theory  of  a 
dual  system,  just  as  we  have  a  dual  system  of  savings  banks  and 
commercial  banks,  and  of  savings  and  loan  associations,  for  25  years 
now  we  have  had  a  dual  system  of  credit  unions  and  the  amendments 
sought  by  these  bills  will  amplify,  clarify,  and  strengthen  that  dual 
system. 

I  would  like  to  urge  that  the  committee  consider  seriously  enacting 
the  Multer- Anderson  bill,  or  that  form,  rather,  as  against  the  form  of 
the  Patman  bill.  I  think  it  is  much  better  that  we  have  in  one  place 
t  he  entire  statute.  After  all,  the  basic  statute  was  enacted  25  years 
ago  the  first  time.  There  have  been  any  number  of  amendments  over 
the  years,  and  the  student  or  researcher,  or  the  lawyer,  who  looks  for 
the  law  today,  must  go  back  to  the  original  statute  and  then  follow  it 
down  year  by  year  to  determine  what  changes  have  been  made. 

If  there  was  just  a  single  amendment  sought  to  be  made  to  the  law, 
then,  of  course,  the  Patman  form  would  be  very  good.  It  wouldn't 
matter  too  much  if  there  was  just  one  more  such  amendment.  But 
when  we  seek  to  make  some  28  changes,  as  we  do  in  both  the  bills, 
rather  than  requiring  the  researcher  or  the  lawyer,  or  the  legislator, 
for  that  matter,  to  take  the  original  statute  and  then  the  amendatory 
statutes  and  read  them  together,  it  is  much  better  form  of  draftsman¬ 
ship  and  much  better  for  the  legislation  itself,  to  have  the  whole 
act  put  in  one  place,  as  we  do  in  the  Multer- Anderson  bills.  Then  we 
know  that  we  can  go  to  the  1959  statute,  assuming  it  will  be  enacted 
this  year,  and  find  the  whole  law  there  with  all  of  the  changes  which 
have  been  accomplished  by  this  Congress. 

That,  Mr.  Chairman,  is  my  brief  summary  of  the  statement  which 
I  have  filed,  and  I  would  be  very  happy  to  answer  any  questions. 

Mr.  Patman.  Are  there  any  questions,  gentlemen  ? 

Thank  you  very  kindly,  Mr.  Multer. 

Mr.  Multer.  Thank  you. 

Mr.  Patman.  The  next  witness  will  be  Mr.  Riley. 

We  are  glad  to  have  you,  Mr.  Riley.  You  may  identify  yourself 
and  proceed  with  your  testimony. 
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Mr.  Riley.  Thank  you,  sir. 

My  name  is  George  D.  Riley,  legislative  representative,  AFL-CIO. 

Mr.  Chairman  and  gentlemen,  we  welcome  this  opportunity  to 
support  certain  bills  to  amend  the  Federal  Credit  Union  Act.  These 
bills  are  H.R.  5777,  introduced  by  Mr.  Patman,  H.R.  3674,  introduced 
by  Mr.  Multer,  and  H.R.  3675,  introduced  by  Mr.  Anderson.  All 
would  make  virtually  the  same  substantive  amendments.  In  addi¬ 
tion,  the  latter  two  identical  bills  would  introduce  several  technical 
and  clarifying  changes  in  the  language  of  the  act,  through  consecu¬ 
tive  rewriting  throughout. 

Many  of  the  amendments  contained  in  these  bills  were  discussed 
before  your  committee  last  session  during  consideration  of  the  com¬ 
prehensive  financial  institutions  bill  of  1957.  We  are  not  prepared  to 
speak  on  technical  points  of  the  proposed  changes  in  the  present  bills, 
but  we  do  support  strengthening  and  improvement  of  Federal  credit 
unions.  On  specific  details,  we  feel  that  the  testimony  of  the  Credit 
Union  National  Association,  which  is  the  direct  representative  of 
operating  credit  unions  and  which  has  broad  knowledge  of  operating 
experience,  should  be  given  primary  weight. 

Our  position  as  a  labor  organization  is  that  we  favor  all  amendments 
that  strengthen  credit  unions,  enable  them  to  give  better  service  to 
their  membership,  increase  the  safety  of  funds  they  administer,  and 
otherwise  to  enable  credit  unions  to  operate  more  effectively. 

The  credit  union  is  a  unique  financial  institution  specifically 
tailored  to  the  saving  and  credit  needs  of  working  people  with  moder¬ 
ate  and  low  incomes.  The  great  majority  of  the  groups  that  form 
credit  unions  are  employee  groups,  the  common  bond  of  association 
being  that  of  the  place  of  employment.  Millions  of  trade  union 
members  also  are  members  of  employee  credit  unions,  and,  in  addition, 
trade  union  sponsorship  has  been  an  active  ingredient  in  the  forma¬ 
tion  of  many  of  these  credit  organizations.  There  are,  in  fact,  464 
credit  unions  directly  sponsored  by  AFL-CIO  affiliates  throughout 
North  America. 

LOW  INTEREST  VERSUS  HIDDEN  CHARGES 

Low  interest  credit  union  loans  are  the  small  earner’s  principal 
alternative  to  the  high  interest  rate  funds  eagerly  offered  by  small 
loan  companies  and  to  the  frequently  deceptive  and  expensive  charges 
hidden  in  installment  sales  contracts.  In  addition  to  providing  per¬ 
sonal  credit,  credit  unions  foster  habits  of  thrift  among  their  mem¬ 
bers  and  render  valuable  assistance  in  counseling  on  personal  fi¬ 
nancial  problems. 

Such  organizations  are  a  strong  demonstration  of  the  beneficial 
results  to  be  obtained  on  the  principle  of  mutual  self-help.  As  af- 
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firmed  by  an  AFL-CIO  policy  resolution  adopted  at  the  1955  con¬ 
vention  : 

One  of  the  most  useful  types  of  cooperatives  is  the  credit  union  through  which 
a  group  pools  its  own  savings  and  then  lends  funds  to  its  own  members  at  a 
low  interest  rate.  In  recent  years  credit  unions  have  grown  spectacularly  and 
hundreds  of  AFL-CIO  unions  have  established  them,  thereby  saving  millions 
of  dollars  which  otherwise  would  have  been  paid  out  to  small  loan  companies 
which  charge  extortionate  high  interest  rates.  Besides,  the  credit  unions  earn 
a  substantial  return  for  their  members  in  the  form  of  interest  paid  on  their 
savings. 

LONG  TERMS 

The  proposed  amendments  make  two  important  changes  in  indi¬ 
vidual  loan  terms,  which  we  believe  will  be  very  beneficial  to  individual 
members.  One  would  extend  the  statutory  loan  maturity  limit  from 
the  present  3  years  to  a  maximum  of  5  years.  The  other  would  in¬ 
crease  the  loan  amount  obtainable  on  a  signature  basis,  from  the  pres¬ 
ent  $400  to  a  maximum  of  $1,000.  The  present  maximums  have  been 
unchanged  since  1949  and  are  clearly  obsolete. 

The  longer  loan  maturity  limit  will  enable  some  members  who  might 
not  otherwise  be  able  to  do  so,  to  undertake  home  modernization  proj¬ 
ects  and  it  will  enable  others  to  carry  through  more  realistic  plans  for 
paying  off  consolidated  debts. 

A  higher  signature  loan  limit  is  clearly  needed  in  view  of  today’s 
near  record  high  prices  of  goods  and  services.  The  sums  people  may 
have  to  muster  to  meet  sudden  expenses  of  illness,  or  to  pay  for  house 
furnishings  or  automobiles  have  increased. 

State  small  loan  laws,  it  may  be  noted,  have  been  progressively  rais¬ 
ing  the  maximums  on  loan  amounts,  particularly  within  the  last  2  or  3 
years.  Originally,  most  States  set  a  maximum  of  $300  on  small  loans. 
But  today,  of  the  39  operative  small  loan  laws  in  effect,  28  have  limits 
which  range  up  to  $5,000,  with  the  usual  limit  being  between  $500  and 
$1,500.  Thirteen  provide  at  least  a  $1,000  maximum. 

Beyond  the  convenience  and  even  necessity  of  longer  loan  limits  and 
higher  signature  maximums,  credit  union  experience  has  idicated  that 
more  liberal  terms  may  be  set  with  entire  safety  to  credit  union  funds. 

DIVIDED  POLICIES  AND  CHECK-CASHING  FEES 

We  support  the  amendments  relating  to  dividend  payments,  which 
would  provide  additional  convenience  and  benefits  to  individual  mem¬ 
bers  by  allowing  the  credit  union  to  declare  dividends  on  a  semiannual 
basis  instead  of  only  once  a  year,  if  it  chose  to  do  so,  and  to  permit 
dividend  accrual  on  shares  becoming  fully  paid  up  within  the  first  5 
days  of  the  month.  The  amendment  to  transfer  the  authority  for 
declaring  dividends  from  the  membership  to  the  board  of  directors 
also  has  our  support.  Permission  for  credit  unions  to  charge  fees  for 
cashing  checks  to  reimburse  them  for  expenses  of  clearing  checks  with 
banks  appears  a  reasonable  provision  where  desired  by  the  membership 
of  the  particular  credit  unions  involved. 
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INTERNAL  ADMINISTRATIVE  ARRANGEMENTS 

The  bills  we  are  supporting  would  make  several  amendments  affect¬ 
ing  internal  staff  arrangements  and  the  powers,  duties,  and  compensa¬ 
tion  of  credit  union  officials.  These  all  appear  to  be  reasonable,  but 
we  wish  especially  to  urge,  favorable  action  on  the  amendment  per¬ 
mitting  the  credit  committee  to  appoint  a  paid  loan  officer  to  act  in  its 
behalf  in  approving  loan  applications  by  individual  members.  Such 
an  arrangement  will  facilitate  quick  action  for  a  person  who  needs 
an  immediate  loan.  For  members  with  emergency  credit  needs,  the 
elimination  of  the  delays  involved  in  convening  the  credit  committee 
can  be  vital.  The  decisions  of  the  loan  officer  would  still  remain  sub¬ 
ject  to  review  by  the  credit  committee,  but  the  loan  procedure  would  be 
much  more  efficient.  We  strongly  commend  this  amendment. 

FEDERAL  CENTRAL  CREDIT  UNIONS 

We  also  support  the  amendment  which  would  authorize  the  charter¬ 
ing  of  Federal  central  credit  unions  made  up  of  local  credit  unions 
within  a  particular  geographical  area,  or  which  could  include  as  in¬ 
dividual  members,  directors  and  committee  members  of  credit  unions. 

Both  the  stability  and  the  loan  flexibility  of  individual  credit  unions 
would  be  enhanced  by  the  availability  of  a  central  source  of  credit 
representing  the  combined  resources  of  the  member  unions  within 
geographical  areas.  The  territorial  basis,  in  each  case,  would  be 
voluntarily  established  by  those  unions  wishing  to  join  together  and 
thus  would  be  tailored  to  local  economic  realities. 

Under  present  law,  of  course,  credit  unions  can  and  do  borrow 
from  each  other.  But  the  efficiency  and  safety  of  borrowing  proce¬ 
dures  would  be  much  improved  by  the  mechanism  of  a  central  or¬ 
ganization  in  which  the  member  unions  own  shares  and  which  would 
be  able  to  muster  larger  resources  to  meet  special  borrowing  needs 
which  pannot  always  be  met  by  other  lending  institutions. 

For  example,  in  a  particular  locality  where  one  or  more  industries 
may  be  hit  by  a  recession  causing  much  unemployment,  local  credit 
unions  are  under  severe  demands  for  cash  withdrawals  and  loans 
to  meet  acute  personal  needs.  The  credit  union  is  often  the  only 
source  of  credit  for  a  person  temporarily  out  of  a  job.  The  credit 
union  in  turn  may  find  its  borrowing  opportunities  limited,  but  with 
the  availability  of  additional  credit  from  a  central  organization  of 
its  own  it  can  weather  the  economic  distress. 

Then,  again,  workers  employed  on  a  seasonal  basis  may  make  severe 
demands  on  credit  union  facilities  during  certain  periods  of  the  year. 
Central  credit  unions  would  ease  the  strain  of  widely  fluctuating 
credit  demands  on  the  part  of  particular  memberships.  Or  in  areas 
suddenly  visited  by  flood  or  other  disaster,  forcing  members  out  of 
their  homes,  their  jobs  or  both,  the  need  for  additional  credit  union 
reserves  may  be  vital. 

We  urge  the  authorization  of  Federal  central  credit  unions.  Some 
State  laws — Michigan  is  one  example — currently  do  make  provision 
for  central  credit  unions  in  which  State-chartered  unions  can  be 
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members.  Federally  chartered  unions,  however,  cannot  fully  parti¬ 
cipate  in  these  central  unions,  nor  is  there  other  provision  for  a  central 
credit  union  they  can  belong  to. 

A  second  purpose  of  the  amendment  for  Federal  central  credit 
unions  is  to  provide  full  credit  union  facilities  to  officers  and  com¬ 
mittee  members  of  local  credit  unions.  These  individuals,  as  persons 
with  direct  influence  over  the  policias  of  the  credit  unions  in  which 
they  officiate,  are  rigidly  restricted  as  to  amounts  they  may  borrow 
from  their  own  organizations.  By  allowing  such  officials  to  partici¬ 
pate  in  a  separate  central  credit  union,  they  may  exercise  normal 
borrowing  powers  without  undergoing  special  personal  disadvantage 
in  order  to  volunteer  their  energies  in  service  to  their  own  local  credit 
organizations.  There  is  an  additional  amendment  in  the  bills,  which 
we  also  endorse,  easing  the  present  restrictions  on  credit  within  their 
own  credit  unions  by  allowing  additional  loans  where  secured  on  share¬ 
holdings  of  a  cosignatory. 


MISCELLANEOUS 

In  addition  to  the  amendments  discussed  above,  there  are  a  number 
of  special  changes  relating  to  different  administrative  or  procedural 
matters,  such  as  placing  the  Bureau  of  Federal  Credit  Unions  under 
the  Administrative  Procedures  Act,  making  robbery  of  Federal  credit 
unions  a  crime  under  Federal  law,  and  easing  the  membership  defini¬ 
tion  under  which  credit  unions  for  Federal  employees  may  occupy 
space  in  Federal  buildings.  The  bills  would  also  permit  Federal 
credit  unions  to  convert  to  State  charters  and  vice  versa.  We  en¬ 
dorse  these  and  other  technical  amendments  increasing  the  effectiveness 
of  the  law. 

CONCLUSION 

The  present  bills,  with  the  numerous  and  carefully  worked  out  revi¬ 
sions  they  contain  for  the  Federal  Credit  Union  Act,  offer  an  excellent 
opportunity  to  modernize  and  make  even  more  serviceable  this  highly 
successful  financial  institution  which  has  proved  of  such  benefit  to 
working  people.  The  proposed  amendments  grow  directly  out  of  the 
operating  experience  of  25  years  and  should  be  enacted. 

I  thank  the  committee  for  this  opportunity  to  present  the  views  of 
the  AFL-CIO. 

Mr.  Patman.  Thank  you,  Mr.  Riley. 

The  next  witness  is  the  Honorable  Mr.  Wier  of  Minnesota. 

Mr.  Wier,  we  are  delighted  to  have  you,  sir.  Do  you  have  a  pre¬ 
pared  statement  ? 

Mr.  Wier.  No,  sir. 

Mr.  Patman.  You  may  proceed  in  your  own  way. 

STATEMENT  OE  HON.  ROY  W.  WIER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Wier.  Mr.  Chairman,  first,  may  I  identify  myself.  Congress¬ 
man  Roy  W.  Wier,  Third  District  of  Minnesota,  and  may  I  then 
extend  my  appreciation,  and  the  appreciation  of  hundreds  of  credit 
unions  in  the  State  of  Minnesota  for  the  opportunity  of  appearing 
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here  and  expressing  the  appreciation  of  all  of  these  organizations  for 
this  subcommittee's  taking  up  of  this  credit  union  legislation. 

I  think  I  am  safe  in  saying  that  per  capita,  Minnesota  has  as  many 
credit  unions  as  any  one  of  the  50  States,  and  we  are  very  proud  of 
them.  They  have  done  a  remarkably  fine  j ob. 

I  have  a  file  here  with  over  a  hundred  letters  from  credit  itnions, 
relating  themselves  to  action  on  the  Anderson  bill.  They  were  con¬ 
fined,  last  year,  largely  to  the  Anderson  bill,  which  is  H.R.  6407  this 
year. 

Now,  I  only  want  to  express  my  interest  and  desire  to  be  of  help  to 
this  subcommittee  in  seeing  that  action  brought  forth  on  these  bills. 
Last  year,  unfortunately,  the  action  did  not  materialize. 

I  might  say,  in  connection  with  the  bills  before  you,  that  I  have  some 
letters  this  year.  Here  is  one  of  our  biggest  credit  unions,  in  Min¬ 
nesota,  which  is  the  Farmers  Union  Grain  Terminal  Association.  It 
has  quite  a  substantial  membership  and  it  outlines  what  I  would  like 
to  convey  to  the  committee  here  in  the  way  of  their  support  for  the  bills. 
Dear  Congressman  Wier — 

this  is  dated  April  27 — - 

We  urge  your  support  of  several  credit  union  bills  presently  under  consideration 
by  the  House  Banking  and  Currency  Committee — 

that  probably  should  be  subcommittee. 

These  bills. are  the  Patman  bill.  H.R.  5777,  the  Multer  bill.  H.R.  3674,  the  An¬ 
derson  bill,  H.R.  0047.  The  major  changes  which  these  bills  would  effect  are: 

(а)  To  provide  Federal  central  credit  unions. 

(б)  To  increase  loan  maturity  from  3  to  5  years. 

(c)  To  liberalize  borrowing  restrictions  on  board  and  committee  members. 

( d )  To  increase  signature  loan  limits  from  $400  to  $1,000. 

(e)  To  permit  appointment  of  loan  officers. 

As  I  understand — 

it  goes  on  to  say — 

Mutter’s  bill  is  in  the  form  of  a  complete  recodification  of  the  Federal  Credit 
Union  Act.  The  Patman  bill  and  the  Anderson  bill  are  in  the  form  of  a  scries 
of  amendments  to  the  act,  which  include  all  of  the  major  changes  featured  in 
the  Multer  bill,  as  desired  by  the  credit  union  movement. 

Respectfully  and  sincerely  yours, 

Grain  Terminal  Association 
Employees  Credit  Union, 
James  W.  Reever,  President. 

Now,  from  my  understanding,  the  Multer  and  Anderson  bills  are 
quite  similar.  The  Multer  bill  varies  a  little  bit,  I  understand,  in  its 
makeup. 

So  I  come  here  not  in  support  of  any  one  of  the  bills.  I  come  here 
in  support  of  legislation  that  carries  out  the  desires  and  the  needs  of 
today’s  operation  of  a  credit  union,  because  credit  unions  are  con¬ 
fronted,  like  all  other  business,  with  changes  of  the  times. 

I  think  I  might  say  that  that  is  about  all  that  it  is  necessary  to  say, 
because  everything  that  the  former  speaker,  Mr.  Riley,  said,  is  about 
what  I  would  have  to  repeat.  So  I  will  save  you  that  repetition  and 
I  join  with  Mr.  Riley  in  his  presentation  to  you  of  the  need  for  this 
legislation. 

In  conclusion,  I  want  to  thank  you  for  this  opportunity  to  come  here 
and  say  a  good  word  for  good  legislation,  for  a  lot  of  good  organiza¬ 
tions  in  the  State  of  Minnesota. 
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Thank  you. 

Mr.  Patman.  Thank  you  very  much,  Mr.  Wier. 

Congressman  LeRoy  H.  Anderson,  Second  District  of  Montana. 

We  are  very  glad  to  have  you  before  us,  General  Anderson.  We 
will  be  glad  to  hear  your  testimony  and  I  am  sure  it  will  be  very  seri¬ 
ously  considered.  Proceed  in  your  own  way. 

STATEMENT  OF  HON.  LEROY  H.  ANDERSON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MONTANA 

Mr.  Anderson.  Thank  you,  Mr.  Chairman,  I  am  LeRoy  Anderson, 
Congressman  from  the  Second  District  of  Montana,  and  I  am  very 
happy  to  be  back  in  this  committee  room,  sitting  down  here  at  the 
witness  desk,  although  most  of  my  time  in  this  room  has  been  spent 
on  that  side  of  the  dais.  I  do  want  to  congratulate  the  chairman  on 
taking  such  specific  action  toward  getting  some  positive  credit-union 
legislation  through  this  Congress.  I  was  very  much  interested,  and 
while  a  member  of  the  committee  introduced  legislation  which  was 
similar  to  that  which  the  committee  is  presently  considering.  Even 
though  I  am  not  a  member  of  the  committee  now,  I  am  just  as  inter¬ 
ested  as  I  was  then  in  doing  what  we  can  to  make  credit  unions  serve 
better  the  requirements  of  their  members. 

And  so  I  am  appearing  today  in  behalf  of  the  bill  by  your  chair¬ 
man,  Mr.  Patman,  H.R.  5777  and  related  bills,  which  amend  the 
Federal  Credit  Union  Act.  I  have  introduced  two  bills,  one  of  which 
is  a  complete  recodification,  similar  to  the  one  I  introduced  last  year, 
and  the  other  one  is  identical  with  Mr.  Patman’s  bill. 

These  bills  would  offer  the  first  comprehensive  revision  of  the  law 
governing  the  operation  of  approximately  10,000  Federal  credit 
unions  with  some  5  million  members.  Federal  credit  unions  are  or¬ 
ganized  in  each  of  the  50  States  as  well  as  in  the  District  of  Columbia, 
the  Canal  Zone,  Puerto  Rico,  and  the  Virgin  Islands.  In  addition  to 
the  Federal  Credit  Union  Act,  most  of  the  States  have  credit-union 
laws  permitting  the  chartering  of  credit  unions  and  regulating  their 
activities.  State-chartered  credit  unions  are  approximately  equal  in 
number  and  membership  to  those  chartered  under  the  Federal  act. 
Many  of  these  State  laws  have  been  modernized  in  the  last  few  years 
and  now  include  many  of  the  provisions  contained  in  the  proposed 
legsilation  before  this  committee.  Moreover,  both  Federal  and  State 
credit  unions  would  be  affected  by  some  of  the  provisions  of  the  bills 
before  you. 

A  credit  union  is  a  cooperative  association  organized  for  the  pur¬ 
pose  of  developing  thrift  among  its  members  and  creating  a  source  of 
credit  for  its  members  for  provident  or  productive  purposes.  Mem¬ 
bership  in  credit  unions  is  limited  to  groups  who  have  a  common  bond 
of  occupation  or  association,  or  groups  within  a  well-defined  geo¬ 
graphical  area. 

At  the  end  of  1958,  members’  shares  in  Federal  credit  unions  totaled 
approximately  $1.8  billion,  and  loans  outstanding  to  members 
amounted  to  approximately  $1.4  billion.  Federal  credit  unions  made 
approximately  3,800,000  loans  during  the  year.  Somewhat  less  than 
the  total  amount  deposited  by  credit  unions,  as  you  will  note,  because 
the  amount  they  can  loan  is  strictly  limited  by  the  deposits  the  mem¬ 
bers  themselves  have  made. 
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The  average  loan  size  at  the  end  of  1957,  the  latest  year  for  which 
this  figure  is  available,  was  $516.  Many  of  these  loans,  of  course, 
were  for  a  much  smaller  amount,  and  many  credit  union  members 
needing  such  loans  find  it  extremely  difficult,  if  not  impossible,  to 
borrow  for  provident  and  productive  purposes  from  other  institu¬ 
tions  at  rates  of  interest  which  are  comparable  to  credit  union  rates. 
Federal  credit  unions  have  played  a  leading  role  in  demonstrating 
that  loans  can  be  made  with  a  minimum  amount  of  risk  to  the  aver¬ 
age  workingman,  at  minimum  rates  of  interest.  The  extremely  fine 
loan-loss  record  of  Federal  credit  unions  will  testify  to  this. 

I,  of  course,  am  extremely  interested  in  credit  unions  because  they 
are  important  in  my  district — one  type  of  credit  union  which  is  ex¬ 
tremely  important  in  my  district  and  with  which  I  am  familiar  be¬ 
cause  of  my  activities  in  the  military  field,  consists  of  credit  unions 
whose  members  are  members  of  the  armed  services.  The  Malmstrom 
Air  Force  Base  near  my  home,  in  Montana,  has  one  of  the  largest 
credit  unions  in  the  State,  composed  entirely  of  members  of  the 
Malmstrom  Air  Force  Base. 

We  have  a  new  air  base  at  Glasgow,  and  though  that  base  is  just 
under  construction,  a  credit  union  has  already  been  established,  and 
is  already  well  serving  those  members  in  uniform  who  have  moved 
into  the  airbase.  It  provides  a  type  of  credit  which  is  otherwise 
unavailable  to  members  of  the  armed  services. 

(The  following  excerpts  from  an  address  to  the  SAC  credit  union 
conference  were  submitted  by  Hon.  LeRoy  H.  Anderson:) 

The  Importance  op  Credit  Unions  to  the  Air  Force 

My  job  at  Headquarters  USAF  is  Deputy  Chief  of  Community  Services  and 
the  original  title  of  my  talk  to  you  today  was  supposed  to  have  been,  “How 
Community  Services  Can  Help  SAC  Credit  Unions.”  Those  of  you  who  know 
that  community  services — as  an  office — is  primarily  concerned  with  the  avail¬ 
ability  of  civilian  community  services  to  the  Air  Force  will  wonder  first  why 
I  was  chosen  to  make  this  speech  and  second,  how  community  services  could 
ever  possibly  help  SAC  credit  unions. 

You  will  also  note  that  the  title  of  my  talk  has  been  changed  to  “The  Im¬ 
portance  of  Credit  Unions  to  the  Air  Force.”  Perhaps  if  I  tell  you  how  we 
in  the  Office  of  Community  Services  came  to  be  interested  in  credit  unions,  I 
think  you  will  being  to  get  an  idea  of  their  importance  and  of  why  Headquarters 
USAF  is  concerned  that  they  succeed. 

Now  the  Office  of  Community  Services  has  four  regional  representatives  (it 
used  to  have  five  before  austerity),  who  visit  base  commanders  regularly  and  try 
to  help  them  with  problems  that  are  related  to  civilian  community  services. 
Very  early  in  the  game  we  found  out  that  a  high  percentage  of  base  commanders 
listed  financial  and  credit  headaches  as  one  of  the  major  community  problems 
which  they  faced.  As  this  problem  was  recognized  and  we  became  alerted  to  it, 
“we  also  noted  that  those  bases  which  had  active,  aggressive,  and  successful 
credit  unions  were  not  as  worried  about  financial  and  credit  problems  as  those 
which  lacked  unions.  Your  own  SAC  base  at  Turner  was  one  of  the  first  we 
noticed  with  a  good  credit  union. 

Our  regional  representative  began  to  carry  the  word  to  other  commanders, 
and  those  whose  bases  did  not  have  credit  unions  were  encouraged  to  send  a 
representative  to  visit  the  bases  which  had  good  ones.  Gradually  more  and 
more  bases  established  credit  unions.  Before  we  knew  it,  we  in  the  Office  of 
Community  Services  were  in  the  business  of  promoting  the  establishment  of 
credit  unions  in  the  Air  Force — and  the  responsibility  has  stayed  within  our 
office — where  it  is  today,  despite  the  fact  that  credit  unions  are  not  generally 
considered  civilian  community  services. 

This  story  seems  significant  to  me  for  two  reasons — first,  it  demonstrates  that 
credit  unions  in  the  Air  Force— and  in  SAC — have  been  established  (and  those 


108 


FEDERAL  CREDIT  UNIONS 


which  were  already  established  have  expanded)  in  the  past  few  years  nut 
because  some  dreamer  in  Headquarters  USAF  thought  it  would  be  a  good  idea— 
thereby  adding  another  burden  on  already  overworked  base  commanders — but 
because  there  was  a  real  need  for  them  stemming  from  the  basic  and  pressing 
problems  of  our  field  commanders.  And  second,  it  illustrates  why  credit  unions 
are  important  to  the  Air  Force — for  the  very  basic,  simple  reason  that  they 
help  relieve  commanders  of  headaches  caused  by  the  financial  and  cx-edit  problems 
of  the  people  in  their  commands. 

Credit  unions  themselves — as  others  here  today  will  no  doubt  explain  to  you 
in  greater  detail — have  a  long  and  honored  tradition  in  our  country  and  in  other 
countries  such  as  Germany  and  Canada.  Within  the  Federal  service  of  this 
country  they  have  existed  for  many  years  and  there  have  been  many  credit 
unions'  on  military  installations — although  far  too  many  of  them  served  only 
civilians  and  officers.  (This  is  still  true  in  too  many  cases  and  requires  your 
early  attention.)  But  the  Air  Force  credit  union  as  we  know  it  today — the 
credit  union  that  actively  seeks  members  from  among  airmen  and  nocoms — 
the  credit  union  that  aggi-essively  sees  to  it  that  everyone  on  the  base  knows 
of  its  existence  and  purposes — the  credit  union  that  is  very  self-conscious  and 
aware  of  its  importance  in  the  scheme  of  things — as  evidenced  by  this  meeting 
and  by  the  feeling  that  perhaps  there  ought  to  be  a  SAC  association  of  credit 
unions — this  kind  of  credit  union  movement  in  the  Air  Force  has  a  particular 
importance — an  overriding  significance  which  stems  from  the  historical  nature 
of  military  service. 

Military  enlisted  men  have  become  known  for  the  fact  that  they  are  easy  prey 
to  sharp  operators.  Even  after  they  become  married,  many  former  airmen, 
still  in  the  service,  find  it  hard  to  adjust  to  managing  their  money  and  budgeting 
their  expenditures.  Thus  it  is  easy  for  them  to  get  into  debt,  but  even  more  so, 
their  financial  irresponsibility  leads  them  to  deals  where  they  are  easily  vic¬ 
timized.  We  see  it  today — car  dealers,  insurance  salesmen,  mutual  fund  sales¬ 
men.  “E-Z"  credit  operators.  They  seem  to  swarm  around  our  military  installa¬ 
tions  constantly  pleading,  imploring,  promising,  unceasingly  reaching  for  our 
people’s  cash.  And  too  often  they  get  it.  The  result  is  debt  and  more  debt 
for  our  people,  especially  for  our  young,  married  airmen  and  their  young  wives 
who  need  all  the  help  they  can  get  in  coping  with  the  financial  headaches  of 
military  life. 

Of  course,  there  are  other  reasons  why  credit  unions  are  important  to  the 
Air  Force,  all  of  which  xindei-score  the  need  for  them.  They  relieve  our  com¬ 
manders  of  many  civilian  complaints  over  unpaid  debts.  They  provide  per¬ 
sonnel  with  a  ready  soui-ce  of  sensible  credit  so  that  they  can  buy  the  things 
they  need  and  pay  reasonable  interest  rates.  They  provide  an  incentive  to 
saving.  They  can  do  a  good  educational  job  on  money  management.  All  these 
reasons  are  important.  They  all  underscore  the  one  main  reason — to  help  Air 
Force  people  become  financially  responsible.  Anything  which  helps  create 
responsible  people  for  the  Air  Force  is  vitally  needed.  *  *  * 

I  believe  it  was  at  a  SAC  base  where  we  received  a  report  that  men  who  never 
had  a  bank  account  in  their  lives  and  who  were  constantly  in  debt  to  the  loan 
shark  and  constantly  in  trouble  in  the  orderly  room  were  helped  in  this  way  by 
the  credit  union.  When  a  loan  was  granted  by  the  credit  union,  the  individual 
was  asked  to  make  an  allotment  for  more  than  the  amount  of  the  loan  repayment. 
(I  understand  this  is  the  practice  at  many  bases  now.)  When  the  loan  was 
repaid,  the  man  was  not  only  out  of  debt,  but  he  had  money  in  the  bank — he 
was  a  responsible  citizen  and  he  looked  upon  himself  as  a  responsible  citizen 
and,  what  is  greatly  important  to  the  Air  Foi’ce,  he  began  to  act  like  a  responsible 
citizen.  In  other  words,  the  credit  union  was  directly  helping  the  Air  Force 
mission  when  it  worked  to  help  create  a  greater  sense  of  responsibility  in  this 
individual.  Responsibility  is  the  foundation  on  which  we  build  the  Ar  Force — 
and  on  which  we  build  public  support  for  the  Air  Force.  *  *  * 

One  of  the  first  principles  for  Air  Force  credit  unions  ought  to  be  acceptance 
of  the  fact  that  the  educational  committee  of  the  credit  union  can  be  mighty 
helpful  not  only  in  publicizing  the  credit  union,  but  also  in  helping  to  educate 
our  people  to  some  financial  pi-actices.  By  and  lai-ge  we  are  neglecting  our  edu¬ 
cational  committees — but  we  should  not.  They  can  spread  the  word  about  car¬ 
buying  and  home-buying  and  installment  buying  and  help  our  people  to  help 
themselves  from  getting  into  the  clutches  of  sharp  operators  who  have  no 
scruples  about  making  a  fast  buck  from  the  military  market.  In  this  task,  they 
should  actively  seek  the  help  of  responsible  community  leaders,  and  here  is  one 
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way  in  which  the  Office  of  Community  Services  can  help  and  would  be  delighted 
to  do  so.  I  would  emphasize  again  our  need  for  good,  active  education  com¬ 
mittees  on  our  base  credit  unions,  if  these  organizations  are  properly  to  serve 
Air  Force  personnel  and  the  Air  Force. 

A  second  principle  for  Air  Force  credit  unions  ought  to  be  a  clear  recogni¬ 
tion  of  the  fact  that  unions  do  not  exist  to  serve  depositors  alone— or  to  put  it 
another  way — it  is  not  overly  important  that  the  dividend  rate  be  set  at  a 
maximum.  It  is  just  as  important  to  keep  the  interest  rate  low.  The  dividend 
rate  ought  to  be  high  enough  to  encourage  saving  in  the  credit  union,  but  not 
so  high  that  borrowers  are  paying  too  much.  We  must  constantly  be  on  the 
alert  against  a  few  large  depositors  controlling  the  credit  union  so  as  to  get  a 
maximum  interest  rate  at  the  expense  of  the  borrowers. 

A  third  principle  for  Air  Force  credit  unions  ought  to  be  a  willingness  to  lean 
over  backwards  to  make  loans  to  people  who  need  them.  Someone  in  the  credit 
union  movement  once  told  me  that  a  credit  union  that  wasn’t  losing  some  money 
in  bad  loans  wasn't  doing  its  job  properly.  A  credit  union  ought  to  be  serving 
the  people  who  can’t  get  loans  from  more  conservative  banking  institutions, 
and  to  serve  those  people,  the  unions  have  to  take  risks. 

A  fourth  and  final  principle  must  be  that  a  credit  union  must  publicize — pub¬ 
licize— publicize.  The  credit  union  isn’t  doing  anyone  any  good  if  no  one  knows 
about  it.  And  we  must  never  assume  that  people  know  about  these  things  just 
because  there’s  an  article  in  the  base  newspaper  once  a  year  or  even  once  a 
month.  Every  base  credit  union  should  make  sure  that  every  arrival  on  the 
base  knowTs  about  the  union,  its  function  and  its  address.  Calenders,  blotters, 
posters,  every  possible  constant  reminder  should  be  used  to  make  personnel 
aware  of  the  location  and  existence  of  the  credit  union.  Credit  union  officers 
should  ask  for  time  on  Commander’s  Call  to  explain  the  union.  All  media  of 
publicity  should  be  used.  A  growing  credit  union  is  bound  to  be  a  useful  credit 
union  and  useful  credit  unions  are  mighty  important  to  the  Air  Force.  *  *  * 

Every  advance  in  the  art  of  warfare  serves  to  make  the  individual  military 
member  a  more  important  person  and  places  a  greater  premium  on  his  ability, 
his  motivation  and  his  sense  of  responsibility.  We  are  now  on  the  threshold 
of  some  very  great  advances  which  will  make  Air  Force  very,  very  important, 
which  will  require  great  skill  and  a  high  sense  of  responsibility.  There  can  be 
no  room  for  the  guy  who’s  always  in  financial  trouble,  always  being  taken  by 
sharp  operators,  always  in  debt  for  more  than  his  income. 

If  our  Air  Force  credit  unions  can  help  us  help  our  personnel  to  a  sense  of 
financial  prudence  and  responsibility  and  if  they  can  provide  our  people  with 
a  means  of  inexpensive  credit  they  will  be  serving  the  Air  Force  well.  More 
power  to  all  of  you  who  are  working  toward  these  ends. 

Mr.  Anderson.  A  rural  credit  union  in  my  State  lias  pioneered 
in  the  field  of  development  of  credit  for  rural  people.  That  is  at 
Sidney,  Mont.,  and  it  has  had  a  very  successful  venture  into  this 
field. 

There  are  many  other  fields  that  are  being  developed  and  expanded 
by  the  credit  unions,  and  I  think  the  legislation  which  is  presently 
before  your  committee  would  be  very  helpful  in  expanding  the  use¬ 
fulness  of  credit  unions  to  people  who  badly  need  this  type  of  credit. 

Among  the  varinous  changes  proposed  in  II. It.  3675  and  H.R. 
6407,  some  of  the  more  important  are  amendments  which  would — 

(1)  Permit  the  chartering  of  Federal  central  credit  unions,  the 
membership  of  which  fould  be  composed  of  Federal  credit  unions 
and  credit  unions  organized  under  the  laws  of  States,  Territories,  or 
possessions  of  the  United  States,  and  officers  and  committee  members 
of  such  credit  unions.  The  succeess  of  State-chartered  central  credit 
unions  has  indicated  the  need  for  such  Federal  central  credit  unions 
which  would  provide  a  source  of  credit  for  State  and  Federal  credit 
unions  and  which  would  provide  loan  facilities  for  credit  union 
officers  and  committee  members  whose  borrowing  privileges  from 
their  own  credit  unions  are  now  restricted  by  law. 
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(2)  Raise  the  unsecured  loan  limit  of  Federal  credit  unions  from 
$400  to  $1,000,  and  increase  the  loan  maturity  limit  from  3  to  5 
years.  These  changes  would  allow  credit  unions  to  meet  their  mem¬ 
bers’  financial  needs  more  effectively.  The  past  rises  in  prices  of  all 
types  of  commodities  and  services  make  it  difficult  for  credit  unions 
to  serve  their  members’  credit  needs  adequately  with  the  present  $400 
unsecured  loan  liimtation.  The  increase  in  the  loan  maturity  limita¬ 
tion  from  3  to  5  years  would  also  enable  credit  unions  to  more  effec¬ 
tively  serve  their  members  by  extending  loans  for  longer  maturities. 
Often  the  credit  committee  of  these  credit  unions  hesitate  to  extent 
needed  financial  assistance  to  their  members  when  they  know  that  a 
fairly  short  repayment  period  may  place  too  heavy  a  monthly  repay¬ 
ment  burden  on  that  member’s  earnings. 

(3)  Permit  the  appointment  of  a  loan  officer  in  a  Federal  credit 
union  who  could  be  permitted  to  approve  loans  up  to  the  unsecured 
liimt,  subject  to  review  by  the  credit  committee  of  the  credit  union. 
Under  the  present  law  the  credit  committee  must  approve  all  loans. 
This  is  a  substantial  burden  on  these  crdit  committee  members  wTho, 
in  the  larger  credit  unions,  must  often  meeet  daily  to  consider  all  loans. 
In  many  other  cases,  loan  requests  are  unnecessarily  delayed  because 
of  the  inability  to  schedule  prompt  meetings  of  the  credit  committee 
members.  The  credit  committee  members,  of  course,  serve  volun¬ 
tarily  and  without  compensation,  but  in  the  larger  credit  unions  it  is 
almost  impossible  for  the  credit  needs  of  the  members  to  be  handled 
effectively  under  the  present  Federal  law.  This  amendment,  per¬ 
mitting  a  limited  delegation  of  some  of  the  powers  of  the  credit  com¬ 
mittee  to  a  loan  officer,  is  essential  so  that  credit  unions  may  continue 
to  serve  their  members  effectively. 

Many  of  the  amendments  contained  in  H.R.  3675  and  H.R.  6407 
have  been  contained  in  previous  bills  and  have  been  discussed  by  vari¬ 
ous  committees  of  Congress.  The  changes  in  the  Federal  Credit 
Union  Act  proposed  in  the  above  bills  are  the  result  of  intensive  study 
of  what  experience  has  shown  to  be  desirable  in  the  improvement  of 
the  Federal  credit  union  system  to  meet  the  needs  and  conditions  of 
the  present  time  and  the  predictable  future. 

Thank  you. 

Now,  one  of  the  most  important  provisions  of  the  credit  legislation 
which  I  introduced  last  year,  and  which  is  in  the  present  legislation, 
is  the  one  which  provides  for  the  chartering  of  Federal  central  credit 
unions,  the  membership  of  which  would  be  composed  of  Federal 
credit  unions,  and  also  credit  unions  organized  under  the  laws  of  the 
State — that  is  State  credit  unions. 

There  is  a  great  need  for  this  type  of  central  credit  union,  and  I 
feel  that  this  is  one  of  the  most  important  parts  of  the  legislation 
before  you.  It  provides  for  maximum  flexibility,  it  makes  impossible 
for  funds  to  flow  from  an  area  in  which  there  are  surplus  funds, 
through  the  means  of  the  central  credit  union,  to  areas  which  have 
inadequate  supplies  of  funds.  Of  course,  two  cases  in  which  this  would 
be  particularly  useful  would  be  in  cases  of  catastrophe,  where  there 
are  unusual  demands  upon  a  local  credit  union  without  commen¬ 
surate  availability  of  funds,  and  a  similar  situation  that  would  exist 
in  depressed  areas,  where  the  payroll  is  down.  I  think  one  such  case 
has  already  been  called  to  the  attention  of  your  committee,  of  the 
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Michigan  proposal  that  credit  unions  make  interest-free  loans  to  their 
members  because  their  paychecks  simply  were  not  made  available  to 
them  by  the  State. 

Such  situations  as  that  could  be  greatly  assisted  by  central  Federal 
credit  unions,  and  I  would  like  to  point  out  that  this  provision  of  the 
bill  is  rather  misunderstood.  I  would  quote  to  you  from  the  American 
Banker  for  Tuesday,  May  12,  which  headlined  a  comment  on  this  pro¬ 
vision  of  the  bill  by  saying  that,  “Credit  unions  are  seeking  a  Federal 
reserve  system,”  and  while  it  didn’t  make  any  particular  attack  on 
the  provision,  certainly  attributed  to  this  provision  of  the  bill  things 
that  are  far  beyond  anything  that  is  either  contemplated  or  that 
would  be  possible  under  the  bill  itself. 

If  I  may  quote  in  addition  to  that  headline,  one  sentence,  it  says 
in  essence,  “Federal  and  State-chartered  unions  would  form  a  Federal 
reserve  system  of  their  own.” 

Well,  of  course,  this  is  a  ridiculous  statement.  Central  credit  unions 
would  have  no  connection  with  the  Federal  Reserve,  would  use  no 
Federal  funds,  credit,  or  authority.  They  are  simply  a  means  to 
make  it  possible  for  funds  to  flow  from  one  area  of  our  credit  union 
system  into  another  area,  where  it  is  needed.  It  may  well  be  that  this 
would  be  used  to  take  care  of  seasonal  variations.  In  certain  areas 
there  is  a  seasonal  demand  which  would  require  that  they  borrow  from 
such  a  central  Federal  credit  union  as  we  propose  to  set  up,  and  at 
other  times  of  the  year  this  same  credit  union  might  well  be  on  the  posi¬ 
tive  side  and  might  be  able  to  provide  additional  funds  to  flow  into 
other  areas  so  that  they  could  expand  their  operation. 

Mr.  Patman.  If  you  will  pardon  an  interruption,  General,  I  think 
a  schoolteachers’  credit  union  would  be  a  good  illustration.  During 
the  school  term,  they  are  depositing  all  the  time,  but  during  the 
■vacation  period  some  of  them  borrow  money  from  their  credit  unions 
in  order  to  help  them  out. 

Mr.  Anderson.  Thank  you,  Mr.  Chairman.  I  certainly  agree  with 
you. 

Mr.  Johnson.  Mr.  Chairman. 

Mr.  Patman.  Mr.  Johnson. 

Mr.  Johnson.  I  think  the  point  I  take  it  you  are  making,  Con¬ 
gressman,  is  that  these  are  truly  thrift  organizations,  and  that  the 
availability  of  a  Federal  central  credit  union  would  not,  in  fact,  create 
any  new  money.  It  would  simply  make  it  possible  for  money  saved 
by  other  credit  unions  to  be  available  where  needed. 

Mr.  Anderson.  Yes,  sir;  that  is  the  sole  purpose  of  the  provision. 
We  still  couldn’t  loan  any  more  money  than  is  deposited  by  the  credit 
union  members.  But  it  would  make  it  possible  for  it  to  go  out  of  the 
particular  area.  It  might  not  even  have  to  come  from  another  com¬ 
munity.  As  you  know,  we  have  a  large  number  of  credit  unions  in 
some  of  our  larger  cities.  Some  might  be  rail,  others  might  be 
teachers,  others  might  be  church  groups,  and  it  might  very  well  be 
that  the  money  would  simply  flow  from  one  part  of  a  community  into 
the  other,  but  it  would  use  the  means  of  a  central  credit  union  in  that 
area  to  permit  the  flexibility. 

Mr.  .Johnson.  Perhaps  it  should  be  noted  again  that  one  other  pur¬ 
pose  of  the  central  credit  union,  as  I  understand  it,  is  to  permit  the 
officers  of  other  Federal  credit  unions  to  have  a  place  to  borrow,  which 
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is  beyond  the  powers  otherwise  available  to  them  to  borrow  their  own 
deposits  back. 

Mr.  Anderson.  Yes,  sir;  I  thank  you,  Mr.  Johnson.  I  did  touch 
on  that  in  my  prepared  statement,  but  because  I  heard  the  previous 
witness  explaining  that,  I  left  it  out  for  the  moment. 

Mr.  Johnson.  I  just  wanted  the  record  to  be  very  clear  at  this 
point. 

Mr.  Anderson.  Indeed;  I  thank  you  for  your  contribution. 

Mr.  Patman.  Had  you  finished,  General?  May  I  suggest  that 
credit  unions  impress  me  as  not  being  like  commercial  banks,  because 
they  operate  on  a  100  percent  reserve,  and  therefore  cannot  create 
money;  they  just  use  the  money  that  is  already  in  existence.  So  to 
that  extent  it  is  not  anything  like  a  commercial  bank. 

Furthermore,  they  only  have  one  paid  person  for  each  credit  union, 
although  a  credit  union  may  have  hundreds  of  members.  That  paid 
person  is  the  treasurer.  They  do  not  operate  through  paid  directors, 
as  an  ordinary  commercial  or  industrial  concern  or  financing  business 
does.  These  directors  are  people  who  work  in  the  place,  or  have  a 
mutual  interest  with  the  other  members,  and  they  serve  without  pay 
of  any  kind  whatsoever.  All  the  officers,  directors,  and  member's  of 
the  different  committees  render  great  public  service,  and  they  do  not 
receive  anything  for  their  service.  So  I  have  often  said  that  the 
credit  union  movement  to  me  is  next  to  the  church,  because  in  its  field 
if  does  a  wonderful  service.  Certainly  the  credit  union  movement 
is  more  like — I  am  just  talking  about  loans,  and  things  like  that  now — 
it  is  more  like  a  church,  because  the  church  has  usually  only  one  person 
who  is  paid,  or  like  a  lodge,  like  the  Elks,  the  Moose,  or  any  of  those, 
they  usually  have  one  person  who  is  paid,  so  a  credit  union  functions 
more  like  a  church  or  lodge  rather  than  like  a  commercial  bank. 
Don’t  you  agree  to  that  ? 

Mr.  Anderson.  I  certainly  do,  and,  of  course,  the  comments  that  you 
make  point  up  the  importance  of  one  of  the  other  provisions  of  the 
bill,  which  permits  the  appointment  of  a  loan  officer  in  Federal  credit 
unions  who  will  be  permitted  to  approve  loans  up  to  the  maximum 
unsecured  limit,  because  presently  these  members  who,  as  you  point 
out,  are  unpaid,  must  approve  all  such  loans,  and  that  means  one  of 
two  things.  Either  that  these  members  must,  in  the  larger  unions, 
somehow  make  themselves  available  every  day  to  pass  on  these  loans, 
or  the  credit  union  is  not  able  to  adequately  serve  its  membership. 
And  I  think  the  point  you  are  making  in  addition  to  pointing  up  the 
unselfishness  and  the  community  nature  of  the  credit  unions,  points 
up  also  the  necessity  for  such  legislation  as  we  have  before  us  at  this 
time. 

Mr.  Patman.  And  there  is  one  other  point :  Officers  cannot  get  loans 
under  existing  law’  from  their  credit  union.  If  they  w’ere  officers  in 
a  commercial  bank,  they  could  get  a  loan  from  another  commercial 
bank.  But  they  cannot  get  loans  from  another  credit  union  because 
they  must  be  members  of  the  lending  credit  union.  Therefore,  there  is 
one  provision  in  this  bill  which  corrects  that  inequity  and  does  not 
discriminate  against  the  people  who  render  this  great  public  service 
free  of  charge. 

Mr.  Anderson.  That  was  the  point  Mr.  Johnson  was  making  so 
forcibly  a  minute  ago. 
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Mr.  Patman.  Yes,  sir. 

Mr.  Anderson.  Many  of  the  amendments  contained  in  these  laws 
have  been  contained  in  previous  bills  and  have  been  discussed  by 
various  committees  of  Congress.  Changes  in  the  Federal  Credit 
Union  Act  proposed  here  are  the  results  of  intense  study  of  years  of 
experience,  and  of  study  of  State  credit  unions,  which  in  many  ways 
have  substantial  advantages  over  the  Federal  credit  unions.  I  feel 
that  passage  of  each  of  the  amendments  proposed  in  the  bill  which  the 
chairman  has  prepared  and  presented,  and  which  I  will  be  very 
pleased  to  introduce  later,  as  an  indication  of  my  full  support,  would 
be  of  great  help  to  our  credit  unions,  in  meeting  the  requirements  of 
the  present  day,  and  the  predictable  future.  I  am  a  thorough  believer 
in,  and  dedicated  to,  the  cause  that  credit  unions  are  serving.  It  is 
a  need  that  simply  cannot  be  met  by  anybody  else  and  I  am  grateful 
that  the  chairman  is  pressing  these  hearings  with  so  much  expedition. 
I  trust  that  the  committee  will  back  him  up  in  seeing  that  we  get  good 
credit  union  legislation. 

I  do  want  to  thank  you,  Mr.  Chairman,  for  this  chance  to  speak. 

Mr.  Patman.  Thank  you,  General.  Are  there  any  questions? 

If  not,  thank  you  very  much,  General  Anderson.  You  may  supple¬ 
ment  your  remarks  if  you  desire. 

The  next  witness  is  Hon.  ,T.  Floyd  Breeding  of  the  Fifth  District  of 
Kansas.  Mr.  Breeding,  we  are  glad  to  have  you  as  a  witness  before 
this  committee.  You  may  proceed  in  your  own  way. 

STATEMENT  OF  HON.  J.  FLOYD  BREEDING,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  KANSAS 

Mr.  Breeding.  Thank  you,  Mr.  Chairman,  I  want  to  say  at  the 
outset  that  it  is  a  privilege  to  be  back  in  this  committee  room  and  to 
witness  the  good  work  that  you  and  your  committee  are  doing  here. 
I  certainly  have  fond  memories  of  my  work  here  on  this  committee. 

Mr.  Patman.  You  made  a  tine  member  and  we  hated  to  lose  you. 
At  the  same  time  we  are  glad  to  have  you  back  and  we  appreciate 
your  counsel  and  advice. 

Mr.  Breeding.  Thank  you,  sir.  I  am  Congressman  J.  Floyd 
Breeding  of  the  Fifth  District  of  Kansas,  Mr.  Chairman  and 
members. 

I  have  studied  the  various  amendments  in  the  bills  now  being  con¬ 
sidered  by  this  subcommittee  and  I  wish  to  register  my  support  for 
H.R.  5777  and  the  related  bills  which  propose  a  number  of  changes 
to  modernize  the  F ederal  Credit  Union  Act. 

As  the  members  of  this  committee  know,  the  Federal  credit  unions 
have  established  a  remarkable  record  of  growth  and  achievement. 
Today  there  are  approximately  10,000  Federal  chartered  credit  unions 
serving  over  5  million  credit  union  members. 

Although  credit  unions  have  not  progressed  as  rapidly  in  Kansas 
as  they  have  in  some  other  States,  they  are  nevertheless  performing  a 
very  vital  and  worthwhile  service  for  our  citizens. 

Although  the  great  majority  of  credit  unions  are  organized  among 
groups  as  common  bond  as  employment  in  the  same  office,  plant  or 
agency,  a  significant  number  are  organized  to  serve  members  of  pro¬ 
fessional  and  fraternal  associations,  members  of  a  particular  church 
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or  parish,  and  in  some  cases  individuals  in  a  well  defined  geographical 
area. 

Most  of  the  last  group  are  organized  in  rural  areas  where  thrift 
and  credit  facilities  are  not  readily  available. 

These  rural  credit  unions,  although  relatively  small  in  number,  are 
playing  a  tremendously  significant  role  in  the  economy  of  our  farm 
communities.  At  the  beginning  of  1957  there  were  40  rural  credit 
unions  in  the  State  of  Kansas,  and  approximately  525  in  the  United 
States.  I  understand  that  this  figure  has  grown  rapidly.  During  the 
first  8  months  of  1958  at  least  30  new  rural  credit  unions  were  chartered 
in  the  State  of  Kansas  alone.  Most  rural  credit  imions  are  sponsored 
by  farm  organizations,  rural  churches,  and  other  rural  groups. 

Farm  bureau  cooperative  associations,  Grange  units,  and  the 
Farmers  Union,  have  all  promoted  and  sponsored  rural  credit  unions. 

As  is  true  in  all  credit  unions  generally,  some  members  use  the 
facilities  primarily  for  thrift,  while  others  are  primarily  interested 
in  them  as  a  credit  medium.  Those  credit  imions  organized  in  farm 
areas  are  an  important  source  of  credit  for  the  financing  of  feed, 
supplies,  and  equipment  purchases  of  their  members.  Because  of  the 
seasonal  and  irregular  nature  of  farm  income,  families  who  earn  their 
income  from  the  soil  require  constant  and  ready  available  credit  facili¬ 
ties.  By  their  very  nature  credit  unions  are  ideally  suited  to  serve 
these  needs. 

However,  federally  chartered  credit  unions  are  severally  handi¬ 
capped  in  providing  their  service  in  rural  and  farm  areas,  due  to  the 
present  3-year  loan  maturity  limit.  As  a  result  most  rural  credit 
unions  are  chartered  under  State  law  since  they  are  generally  much 
less  restrictive  insofar  as  this  provision  is  concerned.  For  instance, 
in  Kansas  the  State  credit  union  law  is  silent  in  this  connection,  there¬ 
by  leaving  the  maturity  limit  to  the  discretion  of  the  board  of  directors 
of  each  credit  union. 

Extension  of  the  maturity  limit  to  5  years  as  proposed  in  the  bills 
before  this  committee  would  be  invaluable  in  allowing  Federal  credit 
unions  to  better  serve  America’s  farm  families  and  rural  communities. 

Other  amendments  in  the  bill  are  of  particular  interest  to  rural 
credit  unions  in  my  area,  such  as : 

(1)  The  provision  to  merit  the  chartering  of  Federal  central  credit 
unions,  because  of  the  seasonal  and  fluctuating  nature  of  farm  income, 
Federal  credit  unions  in  rural  areas  need  a  readily  available  source  of 
additional  funds  in  order  to  serve  their  members  adequately. 

(2)  The  provisions  raising  the  signature  loan  limit  from  $400  to 
a  thousand  dollars.  The  rising  cost  of  farm  supplies  and  equipment 
and  the  increased  mechanization  of  America’s  farms  have  resulted  in 
an  increased  amount  of  the  average  loan  needed.  Four  hundred  dol¬ 
lars  is  no  longer  a  realistic  signature  loan  limitation  for  Federal 
credit  unions. 

(3)  Provisions  allowing  appointment  of  a  loan  officer  by  the  credit 
committee  to  approve  loans  up  to  the  unsecured  limit  or  in  excess  of 
such  limit  if  fully  secured  by  shares.  It  is  particularly  difficult,  and 
often  impractical,  for  credit  committees  of  credit  unions  serving 
rural  communities,  covering  relatively  large  geographical  areas,  to 
meet  more  often  than  once  per  month  as  required  by  law,  or  imme¬ 
diately  when  emergency  loans  are  needed.  Through  a  loan  officer, 
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the  burden  of  the  credit  committee  would  be  reduced  and  service  to 
the  members  improved. 

That  concludes  my  statement,  Mr.  Chairman,  and  I  appreciate  the 
opportunity  to  say  these  few  words  in  behalf  of  this  legislation.  Most 
certainly  I  am  for  it. 

Mr.  Patman.  Thank  you  kindly,  sir. 

Are  there  any  questions,  gentlemen  ? 

If  not,  thank  you  very  much,  Mr.  Breeding. 

Next  we  will  hear  from  Hon.  Ken  Hechler,  Congressman  from  the 
Fourth  District  of  West  Virginia. 

Thank  you,  Mr.  Ilechler.  You  may  proceed  as  you  wish  to  give 
your  testimony. 

STATEMENT  OF  HON.  KEN  HECHLER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  WEST  VIRGINIA 

Mr.  Hechler.  Mr.  Chairman,  this  is  about  the  coldest  hearing  room 
that  I  have  ever  been  in,  but  I  just  want  to  say  I  appreciate  the 
warmth  of  your  own  personal  support  for  the  credit  union  movement 
over  the  past  25  years,  since  the  passage  of  the  Federal  Credit  Union 
Act  of  1934. 

I  think  I  would  say  that  I  agree  wholeheartedly  with  the  previous 
witnesses  in  what  they  have  said.  I  am  particularly  glad  to  see  that 
your  bill,  H.R.  5777,  increases  the  limit  on  unsecured  loans  from  $400 
to  a  thousand  dollars,  because,  of  course,  since  1949,  the  purchasing 
power  of  the  consumer  dollar  has  decreased  a  great  deal.  I  don’t 
want  to  give  you  any  details  on  that.  I  am  sure  your  distinguished 
colleague,  Mr.  J ohnson,  can  fill  you  in  on  that. 

Mr.  Patman.  Would  you  permit  an  interruption  on  that  one  point? 

Mi\  Hechler.  Certainly. 

Mr.  Patman.  It  all  depends,  of  course,  on  what  you  are  buying  and 
at  what  price,  in  order  to  determine  the  value  of  the  dollar  now  com¬ 
pared  to  any  other  period.  The  most  inflationary  price,  I  believe  in 
America  today  is  the  price  of  interest.  If  you  will  take  1946  as  an 
example,  or  1945,  and  determine  what  the  Federal  Government  was 
paying  in  the  form  of  interest  on  short-term  obligations,  you  will  find 
that  the  dollar  that  bought  a  dollar’s  worth  of  interest  then,  will  only 
buy  10  cents  worth  of  interest  today.  So  it  is  a  10-cent  dollar  for  the 
purpose  of  paying  interest  on  short-term  obligations  of  the  Federal 
Government.  But  you  never  hear  that  mentioned,  do  you  ? 

Mr.  Hechler.  That  is  correct. 

Mr.  Patman.  I  think  the  only  inflation  we  have  at  issue  today,  and 
have  had  for  several  months,  of  a  dangerous  type,  is  the  inflation  in 
the  price  of  interest.  And  yet  you  never  hear  anything  about  it. 

Mr.  Hechler.  I  agree  and  that  is  why  it  is  so  important  and  I  am 
glad  that  you,  in  your  bill,  have  paid  attention  to  bringing  the  situa¬ 
tion  up  to  date  with  the  situation  in  our  economy,  and  I  appreciate 
the  comment  you  have  made  about  the  importance  of  interest. 

I  believe,  as  proposed  in  H.R.  5777,  that  Federal  credit  unions 
should  be  permitted  to  invest  in  the  shares  of  central  credit  unions.  I 
would  also  like  to  see  the  limits  on  certain  types  of  loans  raised,  in¬ 
cluding  the  limits  on  unsecured  loans,  and  I  believe  it  would  be  wise 
to  extend  the  loan  maturity  from  3  to  5  years. 
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It  is  for  the  welfare  not  only  of  individual  credit  union  members, 
but  for  the  entire  economy  of  our  country,  that  I  support  this  legisla¬ 
tion.  In  making  these  statutory  changes,  we  are  only  taking  note 
of  the  changes  which  have  occurred  in  our  economy — changes  which, 
in  most  instances,  have  had  their  most  telling  effect  upon  the  little  man, 
the  wage  earner  and  the  white-collar  worker. 

Mr.  Chairman,  I  believe  deeply  that  the  strength  of  our  way  of 
life  lies  in  the  fact  that  you  and  I  and  a  majority  of  the  Congress  and 
the  American  people  are  convinced  that  freedom  of  economic  oppor¬ 
tunity  is  essential  to  our  survival.  Freedom  of  economic  opportunity 
can  be  achieved  only  if  we  are  concerned  with  the  protection  of  that 
freedom  for  the  little  people — because  we  know  that  the  big  boys  can 
take  care  of  themselves. 

Now  credit  unions  are  one  of  the  best  examples  of  economic  democ¬ 
racy  in  action,  for  the  benefit  and  protection  of  the  little  people,  and 
we  ought  to  do  everything  in  our  power  to  strengthen  them.  The 
people  need  a  source,  a  safe  source,  from  which  to  obtain  small  loans 
at  low  interest  rates  without  turning  to  loan  sharks. 

In  these  days  when  we  read  and  hear  so  much  about  Government 
expenditures  and  taxes,  it  is  refreshing  to  recall  that  the  Federal  credit 
union  system  under  the  Department  of  Health,  Education,  and  Wel¬ 
fare  does  not  cost  the  American  taxpayer  a  red  cent,  and  is  self-sus¬ 
taining.  And  we  have  an  opportunity  by  passing  H.R.  5777  to 
strengthen  the  whole  system  without  spending  any  more  money. 

Mr.  Chairman,  several  weeks  ago  I  had  the  honor  to  address  the 
annual  luncheon  of  the  West  Virginia  Credit  Union  League,  and  I 
expected  about  30  or  40  hardy  souls  to  show  up,  but  I  was  amazed 
when  130  of  them  came  to  hear  my  remarks.  Since  they  had  been 
getting  a  kind  of  steady  diet  of  credit  union  facts  for  the  previous 
24  hours,  I  talked  with  them  about  the  work  of  my  Committee  on 
Science  and  Astronautics  and  talked  with  them  about  outer  space. 
But  they  proved  by  their  questions  that,  they  really  had  their  feet  on 
the  ground  and  at  the  end  of  the  speech  I  slipped  in  a  few  comments 
about  credit  unions  and  at  that  time  I  made  a  pledge  that  I  would  do 
everything  in  my  power  to  work  for  the  passage  of  H.R.  5777.  This 
morning,  Mr.  Chairman,  I  am  here  to  redeem  that  pledge. 

Thank  you  for  the  opportunity. 

Mr.  Patman.  Mr.  Hechler,  may  I  offer  one  other  suggestion.  Yes¬ 
terday  we  had  a  witness  from  Boston,  and  this  witness  just  inciden¬ 
tally  mentioned  how  a  certain  member  of  a  credit  union  was  drowned 
the  very  day  he  received  his  paycheck  and  he  had  his  paycheck  in 
his  pocket  when  he  was  drowned.  He  left  10  children  and  a  widow. 
Naturally  they  had  to  do  something.  It  was  an  emergency.  He  said, 
incidentally,  that  this  person  usually  brought  his  check  on  that  par¬ 
ticular  day  and  divided  it  up  among  all  of  his  family.  He  had  thrift 
accounts  for  each  one  of  the  children,  depending  upon  the  age  of  the 
child.  And  I  asked  this  witness  if  that  was  customary,  and  he  said 
that  it  was.  He  said  that  they  had  tens  of  thousands  of  dollars  in 
thrift  accounts  saved  in  that,  way ;  that  the  wage  earners  would  put 
in  the  account  for  their  children  every  payday.  I  thought  that  was 
a  wonderful  thing,  a  wonderful  example  of  thrift. 

Mr.  Burke.  I  would  like  to  say  at  this  point,  Mr.  Chairman,  that 
being  from  Massachusetts,  I  am  very  proud  to  say  that  the  credit 


FEDERAL  CREDIT  UNIONS 


117 


union  movement  was  established  by  Mr.  Filene  in  Massachusetts.  I 
think  Massachusetts  was  the  first  State  to  recognize  the  need  of  a 
credit  union  law.  I  think  it  was  really  pushed  in  our  State  and  has 
helped  thousands  and  thousands  of  families.  I  am  proud  of  the  credit 
unions  of  Massachusetts. 

Mr.  Hechler.  I  am  glad  the  gentleman  brought  that  up,  because 
9  years  ago  this  month  I  was  out  in  Madison,  Wis.,  with  that  great 
champion  of  credit  unions,  Harry  S.  Truman,  when  he  dedicated 
Filene  House  to  the  memory  of  the  great  Boston  philanthropist  who 
did  so  much  to  establish  and  further  the  credit  union  movement  which 
as  the  gentleman  said,  started  in  Massachusetts.  But  since  that  day 
in  1950,  as  in  other  fields  in  the  mid-50’s,  we  have  not  made  the  bold 
progress  of  former  years. 

Mr.  Patman.  That  is  right.  I  knew  Mr.  Filene  very  well.  I  was 
in  conference  with  him  and  Senator  Sheppard  and  others  when  the 
first  bill  was  proposed.  And  he  had  Mr.  Bergengren  here,  who  was 
a  wonderful  man,  who  looked  after  Mr.  Filene’s  interests  in  trying 
to  secure  the  passage  of  the  bill.  I  am  placing  in  the  record  today  a 
complete  history  of  the  credit  union  movement  insofar  as  the  various 
bills  and  laws  are  concerned,  right  on  down  to  date. 

Mr.  Burke.  I  would  like  to  say,  Mr.  Chairman,  that  Mr.  Edward  A. 
Filene  spent  a  great  deal  of  time  and  money  in  what  was  just  an  unsel¬ 
fish  effort  on  his  part,  and  he  gave  a  great  part  of  his  time  to  this 
work.  He  was  one  of  God’s  great  noblemen. 

Mr.  Patman.  He  was  one  of  the  greatest  men  I  ever  knew.  He 
sold  everybody  on  this  credit  union  movement.  He  had  a  magnetic 
personality.  He  had  the  kind  of  personality  that  would  impress  peo¬ 
ple  that  he  was  doing  something  that  was  genuine  and  that  they  should 
take  up. 

We  have  an  international  credit  union  week  and  day,  which  is  the 
third  week  in  October  and  the  third  Thursday  in  October,  I  believe. 
This  was  started  under  President  Truman  in  1948  on  the  100th  anni¬ 
versary  of  the  first  credit  union,  which  was  organized  in  Germany. 
I  believe  President  Eisenhower  has,  each  year,  sent  telegrams  com¬ 
mending  the  credit  unions. 

This  year  I  think  we  ought  to  have  another  day  in  addition  to  that. 
That  is  the  national  credit  union  day  which  I  am  all  for.  You  know 
this  movement  is  25  years  old.  Insofar  as  Federal  credit  unions  are 
concerned,  President  Roosevelt  signed  the  bill  making  it  the  Federal 
law  on  June  26,  1934.  So  on  June  26 — that  is  on  a  Friday — I  think 
1  will  ask  for  a  couple  of  hours  on  the  floor  of  the  House  in  order  to 
have  time  enough  to  yield  to  any  Member  who  would  like  to  partici¬ 
pate  in  paying  honor  and  respect  to  the  people  who  did  so  much  for 
this  great  cause. 

Mr.  Johnson.  Can  I  suggest,  Mr.  Chairman,  that  we  seek  to  make 
the  bill  become  law  on  the  same  day  ? 

Mr.  Patman.  That  is  a  wonderful  suggestion.  That  will  be  our 
goal. 

Mr.  Hechler.  Mr.  Chairman,  I  feel  this  bill  is  in  very  good  hands, 
and  I  commend  this  committee  for  its  work  on  it. 

Mr.  Patman.  Thank  you,  sir.  We  appreciate  your  support. 

As  stated  at  the  beginning  of  the  record  today,  I  will  insert  the 
history  of  the  credit  union  movement  that  I  have  just  outlined,  and 
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also  a  list  of  the  Members  of  the  House  who  would  like  to  be  recorded 
as  supporting  H.R.  5777. 

Mr.  Johnson.  Mr.  Chairman,  could  I  ask  that  the  hearings  contain 
a  statistical  history  of  the  credit  union  movement  in  the  United 
States?  If  I  may  have  Mr.  Austin’s  attention,  I  see  he  is  still  in  the 
room — Mr.  Austin,  I  suggest  that  we  ought  to  have  in  the  record  a 
statistical  history  of  the  credit  union  movement,  if  you  can  assemble 
a  very  simple  one. 

Mr.  Austin.  We  would  be  most  happy  to  do  so. 

Mr.  Patman.  I  suggest  that  it  go  m  the  record  as  of  yesterday, 
following  the  testimony  of  Mr.  Stone. 

Mr.  Johnson.  I  appreciate  that. 

Mr.  Patman.  Without  objection  it  is  so  ordered. 

Are  there  any  other  witnesses  ?  If  not,  is  there  anything  that  the 
committee  members  would  like  to  bring  up  before  we  recess  ? 

Tomorrow  morning  we  will  have  the  Director  of  the  Bureau  of 
Federal  Credit  Unions,  Mr.  Gannon. 

Mr.  Johnson.  Mr.  Chairman,  it  is  with  profound  regret  that  I  must 
say  that  I  have  another  appointment  at  10  tomorrow  so  I  will  be  a 
little  late. 

Mr.  Patman.  Very  well.  Without  objection  the  committee  will 
stand  in  recess  until  10  o’clock  tomorrow  morning. 

(Whereupon,  at  11 :10  a.m.,  the  committee  adjourned,  to  reconvene 
at  10  a.m.,  Wednesday,  May  13, 1959.) 
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WEDNESDAY,  MAY  13,  1959 

House  of  Representatives, 

Committee  on  Banking  and  Currency, 

Subcommittee  No.  3, 

W  ashing  ton,  D.C. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10  a.m.,  room 
1301  New  House  Office  Building,  Hon.  Wright  Patman  (chairman  of 
the  subcommittee) ,  presiding. 

Present:  Mr.  Patman  (presiding),  Messrs.  Multer,  Burke,  Miller, 
and  Milliken. 

Mr.  Patman.  The  committee  will  please  come  to  order. 

I  have  a  statement  here  from  Mr.  J.  O.  Brott,  general  counsel  of 
the  American  Bankers  Association,  giving  the  views  of  the  American 
Bankers  Association.  He  has  asked  that  this  be  inserted  in  the  record 
and  without  objection,  it  will  be  placed  in  the  record  at  this  point. 

(The  statement  of  Mr.  Brott  follows :) 

Statement  of  J.  O.  Brott,  General  Counsel,  the  American  Bankers  Associa¬ 
tion  on  H.R.  5777  Before  Subcommittee  No.  3  of  the  House  Committee 

on  Banking  and  Currency 

This  statement  sets  forth  for  consideration  by  the  committee  the  views  of  the 
American  Bankers  Association  with  respect  to  H.R.  5777  and  companion  bills 
embodying  identical  or  basically  similar  provisions. 

Bankers  have  a  definite  interest  in  legislation  in  the  credit-union  field  be¬ 
cause  of  the  actual  and  potential  impact  of  credit-union  operations  on  banks  and 
the  public  served  by  banks.  It  is  our  desire,  at  the  outset,  to  make  clear  to  the 
Congress  the  attitude  of  the  American  Bankers  Association  regarding  the  recent 
substantial  growth  of  credit  unions  and  why  we  believe  that  changes  in  the 
pending  bills  should  be  made. 

The  statement  which  follows  sets  forth  the  policy  approved  by  its  adminis¬ 
trative  committee  on  April  18,  1959.  It  interprets  the  role  of  credit  unions  in 
the  financial  structure,  with  particular  regard  to  their  implications  for  banking. 
This  statement  of  policy  reads : 

“The  American  Bankers  Association  regards  as  proper  and  constructive  the 
original  concept  under  which  a  group  of  persons  with  a  common  bond  may 
organize  and  operate  a  credit  union  and  thereby  provide  financial  assistance 
to  each  other  by  pooling  savings  to  lend  to  those  members  of  the  group  who 
are  in  need  of  credit. 

“The  association  believes,  however,  that  any  broadening  of  credit-union  func¬ 
tions  and  operations  beyond  this  original  concept  is  not  in  the  public  interest. 
More  than  a  century  of  development  has  provided  a  framework  of  public  policy 
for  banking  through  which  the  benefits  of  healthy  competition  can  be  obtained 
without  endangering  the  soundness  and  strength  of  the  banking  system.  Fed¬ 
eral  and  State  legislatures  have  set  forth  strict  standards  for  the  chartering 
and  regulation  of  banks  and  those  other  financial  institutions  which  are  intended 
to  serve  the  public  at  large.  This  has  been  done  in  order  to  protect  the  public 
interest. 

“The  public  interest  is  endangered  if  other  financial  institutions  organized 
under  an  entirely  different  concept  are  granted  additional  powers  enabling 
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them  to  serve  the  public  at  large  or  otherwise  changing  significantly  the  pur¬ 
poses  for  which  they  were  originally  intended.  The  financial  system,  under 
such  circumstances,  becomes  exposed  to  the  same  unhealthy  conditions  which 
so  often  in  the  past  have  resulted  in  financial  chaos. 

“The  association  takes  full  cognizance  of  the  healthy  competition  resulting 
from  the  operationof  credit  unions  within  their  original  concept.  The  associa¬ 
tion  opposes,  however,  any  efforts  which  serve  to  alter  the  original  concept 
of  the  credit  union  by  compromising  the  basic  principles  of  self-help  and  re¬ 
sponsibility  of  the  credit  union  to  its  own  membership.” 

In  the  light  of  the  aforesaid  policy,  our  recommendations  with  respect  to 
specific  provisions  of  H.R.  5777  are  as  follows : 

(1)  Section  1  provides  for  the  organization  of  Federal  central  credit  unions 
and  authorizes  Federal  credit  unions  to  invest  in  shares  of  such  Federal  central 
credit  unions  or  other  central  credit  unions. 

In  our  view,  the  pooling  of  resources  among  credit  unions  through  the  in¬ 
strument  of  central  credit  unions  is  not  consistent  with  the  principles  of  the 
common  bond  and  the  responsibility  of  the  credit  union  to  its  own  member¬ 
ship.  The  credit  union  appropriately  should  serve  its  own  membership  and 
should  not  extent  the  scope  of  its  operation  or  lend  its  resources  to  groups  out¬ 
side  its  common  bond.  Except  for  temporary  purposes,  investments  should  be 
limited  to  loans  to  the  members  of  the  group.  Likewise,  authority  to  borrow 
should  be  restricted  to  temporary  or  emergency  purposes,  and  should  not  be 
employed  as  a  means  of  shifting  funds  between  credit  unions  or  broadening 
lending  operations  beyond  the  limit  of  the  funds  available  from  savings  of  the 
members  of  the  credit  union. 

(2)  Section  2  extends  the  maximum  maturity  on  loans  from  3  to  5  years. 
A  concentration  of  loans  in  longer  maturities  might  impede  the  liquidity  that 
a  credit  union  otherwise  might  derive  from  turnover  of  its  loan  portfolio.  Pro¬ 
vision  might  be  made  to  restrict  total  loans  with  longer  than  a  stated  maturity 
to  a  maximum  percentage  of  the  credit  union’s  capital  and  surplus. 

(3)  Section  9  increases  from  $400  to  $1,000  the  maximum  amount  that  can 
be  loaned  to  a  member  on  an  unsecured  basis.  The  question  is  raised  as  to 
whether  such  a  substantial  increase  in  the  size  of  loans  might  not  cause  an  un¬ 
due  concentration  of  risk  in  fewer  borrowers  and  thus  expose  shareholders 
unduly  to  such  risk.  Provision  might  be  made  to  restrict  the  total  of  loans 
over  $400  to  a  maximum  percentage  of  the  credit  union's  capital  an  dsur- 
plus. 

(4)  Section  4  gives  Federal  credit  unions  authority  to  charge  members  and 
individuals  eligible  to  become  members  a  reasonable  fee  for  cashing  or  sell¬ 
ing  checks.  While  we  recognize  that  over-the-counter  transfer  of  funds  is 
sometimes  necessary  in  conducting  a  credit  union’s  thrift  and  loan  functions, 
it  is  not  appropriate  for  them  to  operate  as  tellers'  windows  performing  an  ex¬ 
change  function  which  would  give  them  the  appearance  of  banks.  Not  only  is 
the  selling  of  checks  inconsistent  with  the  purpose  of  the  credit  union,  but  like¬ 
wise  is  the  authority  to  serve  nonmembers  in  both  cashing  or  selling  checks. 
Under  this  provision,  a  Federal  credit  union  organized  under  the  bond  of  a 
community  or  rural  district  might  well  perform  a  banking  exchange  function 
without  regard  to  membership  requirements. 

Mr.  Patman.  Also  Mr.  John  L.  Carey,  executive  director  of  the 
American  Institute  of  Certified  Public  Accountants  has  sent  in  a 
5-page  letter  to  the  subcommittee  outlining  the  institute’s  views  regard¬ 
ing  this  bill.  That,  too,  will  be  inserted  in  the  record  at  this  point 
without  objection. 

(The  letter  referred  to  follows :) 

American  Institute  of  Certified  Public  Accountants, 

New  York,  N.Y.,  May  12, 1959. 

Hon.  Wright  Patman, 

Chairman,  Subcommittee  No.  S  of  the  House  Committee  on  Banking  and  Cur¬ 
rency,  House  Office  Building,  Washington,  D.C. 

Dear  Congressman  Patman  :  You  have  before  you  at  this  time  a  number  of 
bills  to  amend  the  Federal  Credit  Union  Act.  Several  of  them  contain  proposed 
changes  apparently  designed  to  broaden  authority  of  credit  union  management 
to  engage  professional  assistance  in  carrying  out  the  audit  requirements  under 
the  present  act. 
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We  have  certain  recommendations  to  offer  regarding  these  proposed  amend¬ 
ments  which  we  hope  will  aid  your  committee  in  achieving  its  objective  of  devel¬ 
oping  constructive  legislation.  We  would  appreciate  it  if  this  statement  could 
be  made  a  part  of  the  record  of  your  hearings. 

As  you  know,  the  American  Institute  of  Certified  Public  Accountants  is  the 
only  national  association  of  certified  public  accountants,  with  a  membership  of 
more  than  34,000.  The  institute  is  primarily  concerned  with  the  work  of  inde¬ 
pendent  certified  public  accountants,  with  major  emphasis  on  accounting  prin¬ 
ciples  and  procedures,  auditing,  income  taxation,  and  advice  on  business  problems. 

Section  11(e)  of  the  Federal  Credit  Union  Act  presently  requires  that: 

“The  supervisory  committee  shall  make,  at  least  quarterly,  an  examination 
of  the  affairs  of  the  Federal  credit  union,  including  an  audit  of  its  books ;  shall 
make  an  annual  audit  and  a  report  to  be  submitted  at  the  annual  meeting  of  the 
corporation ;  *  *  * 

The  changes  in  this  language  proiK>sed  in  several  of  the  bills  before  you  appear 
in  section  16  of  the  bills  and  include  the  addition  of  the  words  “or  cause  to  be 
made”  so  that  the  language  would  read  : 

“The  supervisory  committee  shall  make,  or  cause  to  be  made,  at  least  quarterly, 
an  examination  of  the  Federal  credit  union,  including  an  audit  of  its  books; 
shall  make,  or  cause  to  be  made,  a  report  of  its  quarterly  examination  to  the 
board  of  directors;  shall  make,  or  cause  to  be  made,  an  annual  audit,  a  report 
of  wrhich  shall  be  submitted  to  the  members  at  the  next  annual  meeting  of  the 
corporation;  *  *  *”  (emphasis  added). 

The  same  bills  also  propose  the  addition  of  the  following  clause  to  section 
11(c),  relating  to  directors,  of  the  present  act  (section  14  of  the  bills)  : 

“and  provide  for  compensation  of  necessary  clerical  and  auditing  assistance 
requested  by  the  supervisory  committee,  *  * 

These  proposed  changes  are  the  basis  for  our  belief  that  the  sponsors  of  the 
bills  intend  to  broaden  the  authority  of  the  management  of  Federal  credit  unions 
to  authorize  specifically  the  engagement  of  professional  assistance  in  carrying 
out  the  audit  requirements  under  the  present  act.  We  believe  these  changes  are 
constructive.  However,  there  are  two  points  regarding  them  which  we  should 
like  to  bring  to  your  attention.  The  first  is  that  the  word  “audit”  without 
further  description  has  no  precise  meaning.  Accordingly,  we  believe  it  should 
be  defined  in  the  act.  The  second  point  is  that  an  audit,  naturally,  can  be  no 
better  than  the  skill  of  the  person  who  performs  it.  We  believe,  therefore, 
that  the  statute  should  provide  for  the  audit  to  be  made  by  technically  competent 
independent  accountants. 

DEFINITION  OF  “AUDITS” 

We  believe  it  is  essential  to  set  forth  clearly  in  the  act  the  standards  to  be 
followed  in  the  conduct  of  the  audits.  An  audit  requirement  which  does  not 
cover  these  standards  may  give  the  appearance  of  setting  up  some  safeguards 
against  inadequate  financial  reports  when',  in  fact,  no  such  safeguard  is  actually 
present.  Unless  the  word  “audit”  is  defined,  there  is  almost  certain  to  be 
confusion  about  the  scope  and  intensity  of  the  work  to  be  performed,  which 
might  easily  result  in  failure  to  achieve  congressional  intent. 

A  simple  way  to  avoid  these  risks  is  to  specify  in  the  legislation  that  the 
required  audits  must  be  conducted  in  accordance  with  “generally  accepted  audit¬ 
ing  standards.”  That  quoted  phrase  has  a  definite  meaning.  It  refers  to  the 
formal  standards  developed  over  the  last  40  years  by  the  American  Institute, 
and  embodied  in  its  official  reports  and  statements.  These  standards  are  well 
recognized  and  accepted  by  CPA’s  as  establishing  the  responsibility  assumed  by 
independent  auditors  and  have  frequently  been  cited  by  the  courts,  the  Securi¬ 
ties  and  Exchange  Commission,  and  other  governmental  agencies. 

COMPETENCE  OF  AUDITORS 

The  present  act,  and  the  proposed  amendments,  call  for  quarterly  and  annual 
“audits.”  Obviously  it  is  the  intent  of  Congress  that  there  should  be  periodic 
reviews  of  a  credit  union’s  operations  to  provide  assurance  that  its  financial 
reports  are  reliable.  However,  auditing  is  a  highly  technical  skill  which  cannot 
be  adequately  performed  except  by  those  who  have  had  extensive  training  and 
practical  experience  in  the  work.  To  ask  a  supervisory  committee,  composed  of 
people  who  are  generally  not  trained  in  accounting  and  auditing,  to  assume  an 
audit  responsibility  appears  to  place  an  unfair  burden  on  them  which  they  cannot 
properly  discharge  without  professional  help. 
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The  most  widely  recognized  evidence  that  a  person  has  the  necessary  qualifi¬ 
cations  for  an  auditor  is  his  possession  of  the  right  to  practice  as  a  “certified 
public  accountant.”  That  right  is  granted  by  the  several  States,  Territories,  and 
the  District  of  Columbia  to  anyone  who  has  demonstrated  that  he  possesses  the 
requisite  character,  education  and  experience,  and  has  passed  the  uniform  2%-day 
written  examination  which  has  been  adopted  by  all  the  States,  Territories  and 
the  District  of  Columbia. 

In  addition,  with  few  exceptions,  CPA’s  are  subject  to  discipline  for  infrac¬ 
tion  of  rules  of  conduct  adopted  by  the  American  Institute,  State  society  of 
CPA’s  and  State  boards  of  accountancy.  Typically,  these  rules  require  adher¬ 
ence  to  generally  accepted  auditing  standards  and  accounting  principles,  provide 
penalties  for  false  and  misleading  statements,  restrict  contingent  fees  and 
financial  interests  in  clients’  affairs,  and  prohibit  occupations  incompatible  with 
public  accounting— all  intended  to  avoid  even  the  possible  appearance  that  the 
CPA’s  judgment  might  be  wrongfully  influenced. 

Because  of  these  facts,  we  believe  that  it  would  be  reasonable  to  require  in 
the  legislation  that  the  independent  audits  should  be  conducted  by  certified 
public  accountants.  There  is  sufficient  precedent  for  this  in  both  Federal  law 
and  regulation.  However,  if  for  any  reason  it  does  not  appear  practicable  to 
require  that  audits  be  performed  only  by  CPA’s,  then  we  suggest  that  the  legis¬ 
lation  give  clear-cut  authority  to  the  Director  of  the  Bureau  of  Federal 
Credit  Unions  to  investigate  the  qualifications  of  any  other  public  accountants 
and  decide  whose  reports  are  to  be  accepted. 

SUPERVISORY  EXAMINATIONS 

At  the  risk  of  belaboring  a  point  which  may  already  be  well  known  to  you, 
we  should  like  to  point  out  that  a  superivsory  examination  is  not  the  same  thing 
as  an  audit.  Because  examiners  may  use  similar  procedures  to  some  extent, 
many  people  tend  to  confuse  a  supervisory  examination  with  an  audit.  This 
difference  is  made  clear  in  the  Comptroller  General's  report  on  the  Bureau  of 
Federal  Credit  Unions  under  date  of  April  20,  1959,  which  quotes  the  examiner’s 
guide  distributed  by  the  Bureau  as  follows : 

“An  audit  is  designed  to  go  behind  the  figures  appearing  on  the  balance  sheet 
and  statement  of  income  and  expenses  and  to  verify  that  these  figures  reflect  the 
actual  conditions  that  exist.  The  supervisory  examination,  on  the  other  hand, 
consists  of  an  analysis  of  (1)  the  credit  union’s  methods  of  operation  from  the 
viewpoint  of  determining  whether  there  has  been  compliance  with  all  applicable 
laws  and  regulations  and  whether  the  member’s  shareholdings  are  being  pro¬ 
tected,  (2)  the  capacity  and  policies  of  its  management,  and  (3)  the  credit 
union’s  financial  soundness.  It  is  of  course  recognized  that  in  making  the  super¬ 
visory  examination  some  auditing  steps  or  techniques  are  used  in  developing  the 
facts.” 

As  a  mater  of  fact,  we  understand  that  the  Bureau  specifically  states  on  its 
report  forms  that  its  examination  is  not  the  same  as  an  audit. 

This  emphasis  on  the  differences  between  a  supervisory  examination  and  a  pro¬ 
fessional  audit  is  not  intended  as  criticism  of  the  supervisory  authorities.  If 
their  examinations  were  to  be  broadened  to  accomplish  the  objectives  of  a  pro¬ 
fessional  audit,  the  number  of  examiners  would  have  to  be  multiplied  manifold. 
This,  in  turn,  would  necessitate  an  extensive  training  program  and  pose  an  ex¬ 
ceedingly  difficult  recruitment  problem  in  view  of  the  scarcity  of  qualified  trainee 
accountants. 

SUMMARY  OF  RECOMMENDATIONS 

Since  the  scope  and  quality  of  audits  can  vary  widely  unless  adequate  safe¬ 
guards  are  provided,  it  would  seem  desirable  that  any  audits  of  Federal  credit 
unions,  authorized  by  this  legislation,  should  be  conducted  by  independent  certi¬ 
fied  public  accountants,  in  accordance  with  generally  accepted  auditing 
standards. 

In  closing,  I  want  to  assure  you  that  the  American  Institute  of  Certified  Pub¬ 
lic  Accountants  will  be  glad  to  be  of  whatever  help  it  can  with  respect  to  any 
matters  relating  to  financial  reporting,  auditing,  or  accounting  principles. 

Yours  sincerely, 


John  L.  Carey,  Executive  Director. 
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Mr.  Patman.  Our  first  witness  this  morning  is  Mr.  J.  Deane  Gan¬ 
non,  Director,  Bureau  of  Federal  Credit  Unions,  Department  of 
Health,  Education,  and  Welfare. 

Mr.  Gannon,  will  you  come  around,  please.  I  notice  you  have  a 
prepared  statement. 

Mr.  Gannon.  I  do,  Mr.  Chairman. 

Mr.  Patman.  You  may  present  it  as  you  desire. 

STATEMENT  OF  J.  DEANE  GANNON,  DIRECTOR,  BUREAU  OF  FED¬ 
ERAL  CREDIT  UNIONS,  DEPARTMENT  OF  HEALTH,  EDUCATION, 

AND  WELFARE 

Mr.  Gannon.  Thank  you,  Mr.  Chairman.  I  am  J.  Deane  Gannon, 
Director  of  the  Bureau  of  Federal  Credit  Unions,  Department  oi 
Health,  Education,  and  Welfare. 

H. R.  5777  proposes  22  substantive  changes  in  the  Federal  Credit 
Union  Act,  some  of  which  were  originally  suggested  to  the  Congress 
by  the  Department  of  Health,  Education,  and  Welfare  as  a  part  of 
the  Financial  Institutions  Act  (S.  1451  and  H.R.  7026,  85th  Cong.). 

We  would  favor  without  modification  the  following  12  proposals: 

I.  To  permit  loans  to  directors  and  committee  members  up  to  the 
amount  of  their  shareholdings  in  the  credit  union  as  now  provided, 
plus  the  total  unencumbered  and  unpledged  shareholdings  in  the  Fed¬ 
eral  credit  union  of  any  member  pledged  as  security  for  the  obligation 
of  such  director  or  member  of  committee  (sec.  3(a)). 

2.  To  more  specifically  state  the  prohibition  against  endorsement 
of  loans  for  borrowers  by  members  of  the  supervisory  or  credit  com¬ 
mittee  rather  than  “committee  member”  as  presently  provided  (sec. 
3(b)). 

3.  To  permit  the  election  of  more  than  one  vice  president  (sec.  6). 

4.  To  change  the  title  of  the  position  now  designated  as  “clerk” 
to  “secretary”  (sec.  6) . 

5.  The  new  provision  that  “no  executive  officer,  except  the  treasurer, 
shall  be  compensated  as  such”  incorporates  in  the  law  a  limitation 
now  prescribed  by  the  bylaws  and  accepted  practice  (sec.  6). 

6.  To  provide  specific  authority  for  the  Board  to  compensate  the 
necessary  clerical  and  auditing  assistance  requested  by  the  super¬ 
visory  committee  and  the  authority  for  the  Board  to  compensate  loan 
officers  appointed  by  the  credit  committee  (sec.  7(b)). 

7.  To  specify  that  dividends  may  be  declared  by  the  board  of 
directors  instead  of  by  the  members  as  now  provided  (sec.  10). 

8.  To  provide  that  the  bylaws  may  specify  semiannual  dividends 
rather  than  the  present  limitation  to  annual  dividends  (sec.  10). 

9.  To  permit  dividend  credit  for  a  full  month  on  those  shares  which 
are  or  become  fully  paid  up  during  the  first  5  days  of  that  month 
(sec.  10). 

10.  To  permit  allocation  of  space  in  Federal  buildings  to  those 
credit  unions  having  a  membership  composed  of  at  least  95  percent 
of  Federal  employees  instead  of  the  present  requirement  that  the 
membership  be  composed  exclusively  of  Federal  employees  (sec.  12). 

11.  A  provision  which  will  make  robbery  of  a  Federal  credit  union 
a  crime  under  Federal  statute  (sec.  15) . 
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12.  To  extend  the  Federal  Credit  Union  Act  to  the  several  Terri¬ 
tories  and  the  several  possessions  in  addition  to  the  several  States,  the 
District  of  Columbia,  the  Panama  Canal  Zone,  and  the  Common¬ 
wealth  of  Puerto  Rico  (sec.  13) . 

We  would  have  no  objection  to  the  following  seven  changes  subject 
to  the  suggested  amendments  and  modifications: 

1.  Section  2  would  extend  the  loan  maturity  from  3  years  to  5  years. 
We  are  not  aware  of  a  great  need  for  extended  loan  maturities.  In 
fact  a  recent  stud}'  of  loans  made  by  Federal  credit  unions  indicates 
that  only  about  10  percent  of  the  total  number  of  loans  made  were  for 
the  present  maximum  limit  of  3  years.  It  is  recognized  that  loans 
for  home  improvement  could  be  made  to  a  better  advantage  if  the 
maturity  limit  were  extended. 

However,  we  should  not  be  unmindful  of  the  correlation  between 
liquidity  and  loan  maturities.  Certainly  the  key  to  proper  liquidity 
and  solvency  is  the  systematic  amortization  of  loan  receivables.  These 
considerations  would  suggest  that  required  amortization  be  a  condi¬ 
tion  for  approval  of  an  increase  of  loan  maturities  and  we  would 
suggest  an  amendment  which  would  provide  authority  to  make  loans 
with  maturities  not  exceeding  5  years  which  shall  be  amortized  by 
equal  payments  of  principal  together  with  interest  during  the  term  of 
the  loan  to  be  made  not  less  frequently  than  annually. 

2.  Section  4  is  intended  to  provide  the  specific  authority  for  Federal 
credit  unions  to  cash  and  sell  checks  and  to  make  a  reasonable  charge 
therefor.  Certainly  the  demand  for  such  authority  is  not  widespread. 
The  convenience  to  members  is  not  questioned  but  these  activities  have 
been  known  to  impose  a  substantial  workload  upon  the  credit  unions 
even  to  the  point  of  interfering  with  the  normal  activities  of  thrift  and 
loan  services.  We  find  little  justification  for  rendering  this  service  to 
individuals  eligible  to  become  members  as  proposed.  Legally  and 
traditionally  credit  unions  do  business  with  members  only  and  we  do 
not  believe  that  an  exception  in  this  area  would  be  justified.  We  do 
not  believe  that  credit  union  members  should  be  required  to  pay  a  fee 
for  a  check  which  represents  a  withdrawal  from  their  share  accounts 
or  for  the  proceeds  of  loan  transactions  by  the  members.  In  view 
of  these  considerations  and  further  to  cope  with  the  hazards  which  are 
inherent  in  these  activities  we  would  suggest  adoption  of  this  proposal 
only  if  the  authority  is  limited  to  service  to  members  and  made  sub¬ 
ject  to  rules  and  regulations  of  the  Director  designed  to  safeguard  the 
credit  union  and  the  members’  interests. 

3.  Section  5  provides  for  the  appointment  of  the  supervisory  com¬ 
mittee  and  the  duties  and  powers  of  that  committee.  The  provisions 
of  this  section  represent  a  substantial  departure  from  the  traditional 
election  of  the  supervisory  committee  by  the  members  to  the  proposed 
appointment  by  the  president  subject  to  ratification  by  the  board, 
which,  in  turn,  identifies  the  committee  with  those  responsible  for  the 
general  management  rather  than  with  the  membership  and  inde¬ 
pendent  of  management.  We  are  aware  of  the  fact  that  there  are 
good  arguments  for  making  management  more  directly  responsible 
for  internal  audit  and  control.  Our  chief  concern  is  that  Federal 
credit  unions  will  have  the  benefit  of  adequate  and  efficient  audit  and 
control.  We  do  not  believe  that  the  president,  who  is  an  officer,  should 
select  the  members  of  the  supervisory  committee  who  will  be  auditing 
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his  administration  and  we  would,  therefore,  suggest  an  amendment  to 
provide  for  a  supervisory  committee  of  three  members  to  be  elected 
by  the  board  of  directors. 

If  the  method  of  election  of  the  members  of  the  supervisory  com¬ 
mittee  is  modified  we  would  suggest  amendment  of  section  5(b)  to 
delete  the  authority  of  the  president  to  suspend  members  of  the 
supervisory  committee.  This  would  leave  suspension  action  by  either 
the  supervisory  committee  or  the  board  subject  to  the  approval  of  the 
members.  Moreover,  unless  ultimate  authority  here  resides  in  the 
membership  there  could  arise  the  untenable  situation  of  cross  suspen¬ 
sions  with  the  membership  able  to  decide  only  one. 

4.  Section  7(a)  incorporates  an  entirely  new  concept  of  approval 
of  applications  for  membership  by  permitting  the  board  of  directors 
to  delegate  to  the  membership  chairman  authority  to  act  upon  such 
applications.  This  proposal  is  made  to  eliminate  the  need  for  hold¬ 
ing  applications  for  membership  for  action  until  the  next  regular 
monthly  meeting  of  the  board  and  to  avoid  the  necessity  of  convening 
a  special  meeting  of  the  board  to  approve  such  applications  at  an 
earlier  date. 

We  agree  that  election  to  membership  may  reasonably  be  made  by  a 
committee  or  by  an  individual  and  accordingly  have  no  reservation 
concerning  the  objective  of  this  proposal.  We  do,  however,  suggest 
the  necessity  for  incorporating  the  following  limitations  and 
additions : 

(a)  If  the  delegation  is  to  an  individual  such  person  should  not  be 
the  treasurer  or  assistant  treasurer  as  specified,  and  neither  should 
he  be  the  loan  officer  as  provided  for  in  section  8.  This  exclusion 
would  avoid  the  possibility  of  one-man  control. 

(b)  The  language  of  this  section  should  specifically  provide  that 
all  applications  for  membership  not  approved  by  the  committee  or 
membership  chairman  shall  be  presented  to  and  acted  upon  by  the 
board  of  directors. 

( c )  It  appears  to  us  that  there  are  additional  areas  in  which  an  ex¬ 
ecutive  committee  made  up  of  a  number  of  the  members  of  the  board 
could  effectively  function  under  a  limited  delegation  by  the  board. 
Such  areas  would  include  the  buying  and  selling  of  the  securities 
which  are  specifically  prescribed  in  section  7  of  the  Federal  Credit 
Union  Act  as  authorized  investments  for  Federal  credit  unions.  The 
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language  of  this  proposed  section  would  not  a 
gation  to  an  executive  committee  and  we  woulc 
sion  so  that  if  the  board  so  desired  specific 
acting  upon  applications  for  membership,  could  be  handled  by  an 
executive  committee  of  the  board. 

5.  Section  8.  of  the  bill  authorizes  the  credit  committee  to  delegate 
to  a  loan  officer  power  to  approve  loans  up  to  the  unsecured  loan 
limit.  The  loan  officer  proposal  is  justified  by  the  fact  that  the  volume 
of  loan  applications  in  some  Federal  credit  unions  is  rather  large 
and  the  credit  committee,  which  is  not  compensated,  finds  it  difficult 
to  give  the  time  needed  to  render  prompt  loan  service  in  many  emerg¬ 
encies.  We  acknowledge  the  need  for  some  relief  in  this  area  and 
in  fact  have  advocated  such  a  delegation  providing  the  delegated 
authority  was  held  within  well-defined  limitations.  A  recent  study 
of  loans  made  by  Federal  credit  unions  indicates  that  loans  of  $500 
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and  less  accounted  for  66.4  percent  of  the  total  number  of  loans 
made.  It  appears  that  a  delegation  for  loans  of  $500  and  less  would 
give  substantial  relief  to  the  credit  committee  in  the  matter  of  volume 
of  applications  and  at  the  same  time  facilitate  loan  service.  We  do 
not  believe  it  desirable  to  establish  a  direct  relationship  between  the 
unsecured  loan  limit  and  approval  of  loans  by  a  loan  officer.  Loans 
of  less  than  the  statutory  loan  limit  may  well  require  as  much  or  more 
consideration  as  those  of  larger  amounts. 

We  believe  it  desirable  to  retain  the  credit  committee  consideration 
of  larger  loans  and  accordingly  suggest  that  adequate  relief  to  the 
credit  committee  and  prompt  service  to  the  borrowers  could  be  at¬ 
tained  by  limiting  the  delegation  of  authority  to  the  loan  officer  to 
those  applications  for  loans  of  $500  and  less. 

6.  Section  9  would  increase  the  unsecured  loan  limit  from  $400  as 
now  provided  to  $1,000.  The  unsecured  loan  limit  has  been  pro¬ 
gressively  increased  by  action  of  the  Congress  from  an  initial  amount 
of  $50  in  1934  to  $100  in  1940,  $300  in  1946,  and  $400  in  1949.  We  are 
quite  proud  of  the  loan  experience  and  we  believe  that  this  experi¬ 
ence  would  support  upward  revision.  On  the  other  hand,  we  are  not 
aware  of  any  hardship  for  credit  union  members  because  of  the  limit 
placed  upon  unsecured  loans.  In  fact  the  loan  study  made  revealed 
that  46.2  percent  of  the  total  number  of  loans  made  were  unsecured 
and  that  the  average  unsecured  loan  made  was  $245.  A  1956  sum¬ 
mary  of  State  laws  governing  State-chartered  credit  unions  indi¬ 
cates  that  in  those  29  States  and  the  District  of  Columbia  in  which 
there  is  a  statutory  unsecured  loan  limit : 

(a)  Only  one  State — New  York — -has  a  limit  in  excess  of  $500  and 
that  is  $1,000  which  applies  only  to  credit  unions  having  capital  of 
$2  million  or  more. 

(b)  Eight  States — California,  Connecticut,  Illinois,  Missouri,  Ore¬ 
gon,  Utah,  Washington,  Wisconsin — have  an  unsecured  loan  limit  of 
$500. 

( c )  Nineteen  States  have  lower  limits — $50  to  $400. 

It  appears  inevitable  that  larger  unsecured  loans  will  increase  the 
risk  for  Federal  credit  unions  especially  if  loan  maturities  are  in¬ 
creased  to  5  years.  For  all  these  reasons  we  believe  that  an  increase 
in  the  unsecured  loan  limit  to  $500  would  certainly  impose  no  hard¬ 
ship  on  any  credit  union  member  and  would  not  likely,  of  itself, 
adversely  affect  the  loss  experience  of  Federal  credit  unions  but  would 
give  some  additional  latitude  in  the  extension  of  unsecured  credit. 
We,  therefore,  recommend  a  limit  of  $500  for  unsecured  loans. 

7.  Section  14  provides  authority  for  conversion  from  a  Federal  to 
a  State  credit  union  and  from  a  State  to  a  Federal  credit  union. 
Actually  we  have  had  no  problem  in  this  area.  Since  1934  there  have 
been  27  Federal  credit  unions  that  changed  to  a  State  charter  for  a 
number  of  reasons.  Three  converted  so  that  the  officials  could  en¬ 
gage  in  the  sale  of  insurance  to  members.  Federal  credit  unions, 
their  officials,  or  employees  may  not  profit  from  insurance  sales  aris¬ 
ing  out  of  credit  union  transactions.  We  further  require  that  bor¬ 
rowers  must  be  permitted  a  free  choice  in  selecting  an  insurance 
company  when  insurance  of  the  property  pledged  to  the  Federal 
credit  union  is  required.  Another  14  Federal  credit  unions  have 
changed  to  State  charter  in  order  to  make  long-term  real  estate  mort- 
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gage  loans.  Another  10  appear  to  have  changed  for  miscellaneous 
reasons.  We  have  no  objection  to  conversion  from  a  Federal  charter, 
however,  we  believe  that  any  legislation  authorizing  conversion  from 
Federal  to  State  charter  should  require  the  affirmative  vote  of  at  least 
a  majority  of  the  membership,  either  in  person  or  in  writing. 

There  have  been  17  cases  in  which  credit  unions  operating  under 
State  law  have  requested  Federal  charters.  In  most  cases  these 
credit  unions  served  or  desired  to  serve  employees  of  an  employer 
whose  business  activities  extended  beyond  State  boundaries  and  they 
were  precluded  from  such  operation  by  State  law.  These  credit  unions, 
with  the  approval  of  the  State  supervising  authority,  sought  a  Federal 
charter  and,  since  they  met  the  qualifications  of  the  Federal  Credit 
Union  Act,  Federal  charters  were  issued.  We  would  not  accept  any 
credit  union  which  would  seek  to  avoid  proper  supervision  and  regula¬ 
tion  by  a  State  authority.  Nor  do  we  desire  to  compete  with  any  State 
in  the  chartering  of  credit  unions.  It  seems  to  us,  however,  that  the 
proposed  language  fails  to  provide  for  the  same  investigation  and 
qualifications  for  Federal  charters  under  this  procedure  as  required  for 
other  applicants  for  Federal  charters.  Accordingly,  we  would  sug¬ 
gest  that  the  organization  certificate  filed  with  the  bureau  by  a  State 
credit  union  should  be  subject  to  the  same  approval  required  by  the  act 
for  individuals  seeking  an  original  Federal  charter,  and  that  such 
approval  should  be  conditioned  upon  the  director  being  satisfied  that 
all  the  requirements  of  the  act  have  been  complied  with,  not  merely 
upon  completion  of  the  three  formal  steps  as  now  apparently  provided 
in  the  bill. 

The  following  proposals  seem  to  us  either  unnecessary  or  undesir¬ 
able  and  we  would  accordingly  recommend  against  their  enactment. 

Proposed  amendments  to  sections  2,  9,  10,  and  11(d)  of  the  Federal 
Credit  Union  Act  introduce  new  authority  for  the  chartering  of  and 
operation  of  Federal  central  credit  unions  which  are  chiefly  distin¬ 
guished  by  their  inclusion  of  credit  unions  organized  under  Federal  and 
State  law  as  members. 

The  proposed  new  section  7(e)  would  permit  Federal  credit  unions 
to  invest  unlimited  funds,  in  the  shares  of  Federal  and  State  central 
credit  unions.  Actually  these  proposals  add  very  little  flexibility  for 
Federal  credit  unions.  The  present  act  permits  Federal  credit  unions 
to  borrow  from  any  source.  It  also  permits  them  to  make  loans  to 
other  credit  unions.  In  addition  there  are  officers'  credit  unions  which 
provide  additional  sources  of  borrowing  for  the  officials  who  are  lim¬ 
ited  in  their  borrowing  from  their  own  credit  union.  It  is  ac¬ 
knowledged  that  a  number  of  the  States  do  permit  the  organization  of 
central  credit  unions  and  the  investment  therein  by  State  chartered 
credit  unions.  It  seems,  however,  that  through  this  vehicle  there  has 
developed  in  an  unorganized  manner  a  quasi-central  system  which  in 
times  of  economic  stress  could  not  meet  the  real  need  of  credit  unions 
for  a  source  of  discount  which  would  permit  them  to  maintain  the 
liquidity  necessary  to  adequately  serve  their  members.  Certainly  cen¬ 
tral  credit  unions  which  operate  under  the  same  statutory  provisions 
as  other  credit  unions  could  not  hope  to  service  any  more  effectively 
the  needs  of  credit  unions  than  the  facilities  that  are  now  available. 

We  do  not  believe  that  a  strong  case  could  be  made  for  unlimited 
investment  by  Federal  credit  unions  in  shares  of  central  credit  unions 
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in  order  to  obtain  a  greater  yield  from  investments.  We  believe  that 
experience  has  indicated  that  central  credit  unions  could  not  pay  a 
higher  rate  of  dividend  than  the  yield  normally  returned  by  the  pres¬ 
ently  permitted  investments. 

In  view  of  these  considerations  we  do  not  feel  that  legislation 
to  permit  the  organization  of  Federal  central  credit  unions  and  to 
permit  Federal  credit  unions  to  invest  unlimited  amounts  in  shares 
of  central  credit  unions  is  either  necessary  or  desirable  and  we  would, 
therefore,  not  recommend  these  proposals  for  adoption. 

Section  11  proposes  a  new  subsection  (h)  to  section  16  of  the  Federal 
Credit  Union  Act  and  provides  that  in  every  case  of  an  adjudication 
by  the  director  under  this  act,  determination  shall  be  made  on  the 
record  after  giving  the  opportunity  for  a  hearing  to  all  persons  and 
credit  unions  who  may  be  directly  affected  by  any  order  that  may 
be  issued  as  a  result  of  such  adjudication.  First  we  are  not  aware 
of  any  expressed  desire  for  this  provision  by  Federal  credit  unions. 

Further,  we  do  not  believe  that  the  absence  of  this  requirement 
during  the  25-year  history  of  Federal  credit  unions  has  presented 
any  problem  for  either  the  Federal  credit  unions  or  the  bureau. 

In  view  of  the  fact  that  the  bureau  operates  without  an  appropria¬ 
tion  of  Treasury  funds  we  are  especially  concerned  with  the  additional 
time  and  expense  that  would  be  entailed.  The  funds  that  support  the 
bureau  come  directly  from  the  fees  paid  by  Federal  credit  unions  and 
we  would  not  be  able  to  assume  any  additional  items  of  expense  with¬ 
out  an  increase  in  the  fees  charged.  Certainly,  if  future  growth  of 
Federal  credit  unions  indicates  the  desirability  of  such  a  provision  we 
would  favor  its  adoption,  but  for  the  reasons  stated  we  would  not 
favor  its  adoption  at  this  time. 

We  would,  therefore,  recommend  that  the  bill,  modified  as  sug¬ 
gested  above,  be  enacted  by  the  Congress. 

In  addition  to  H.R.  5777  (and  H.R,  6407  which  is  identical)  this 
committee  has  before  it  several  other  bills  amending  the  Federal  credit 
Union  Act.  H.R.  3674,  H.R.  3675,  H.R.  5939,  H.R,  5958,  H.R.  5988, 
H.R.  6089,  H.R.  6122,  H.R,  6161,  H.R.  6241,  and  H.R,  6755  are  in  the 
form  of  a  complete  recodification  of  the  Federal  Credit  Union  Act, 
providing  for  the  same  substantive  changes  as  H.R.  5777,  but  also 
propose  a  review  by  the  director  if  an  expelled  member  requests  it 
within  30  days,  of  his  expulsion  by  the  members  of  the  Federal  credit 
union.  The  scope  of  this  review'  and  its  consequences  are  not  specified 
in  the  bills. 

We  believe  that  authority  already  exists  under  the  law  for  us  ' 
to  take  action  in  case  of  violations  of  the  law  or  of  the  bylaws.  There¬ 
fore,  if  the  proposed  amendment  intends  a  limited  review  of  the 
legality  under  the  act  and  bylaws  of  the  procedure  taken  in  the  ex¬ 
pulsion  action  we  believe  the  amendment  is  unnecessary. 

If,  however,  it  is  intended  that  the  review  by  the  director  is  to 
include  consideration  of  the  merits  of  the  dismissal,  we  would  be 
opposed  to  it  as  unduly  interfering  with  the  rights  of  the  credit  union, 
since  expulsion  must  be  preceded  by  a  two-thirds  vote  of  the  members 
present  at  a  special  meeting 'called  for  that  purpose  and  only  after 
an  opportunity  for  the  member  involved  to  be  heard.  The  absence 
of  standards  in  the  amendment  with  respect  to  the  right  of  a  member 
to  retain  his  membership  would  be  an  added  reason  for  recommending 
against  the  proposal. 
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This  concludes  my  statement. 

Mr.  Patman.  Thank  you  very  much,  Mr.  Gannon;  you  have  pre¬ 
sented  a  very  fine  statement.  You  have  given  us  some  good  thoughts 
and  suggestions,  and  everything  that  you  have  said,  I  assure  you,  will 
be  given  careful  consideration  by  this  committee.  I  am  convinced 
that  you  have  the  interest  of  these  fine  organizations  at  heart,  and  that 
you  want  to  do  what  you  believe  in  the  light  of  your  experience 
and  knowledge  will  be  best  for  credit  unions  generally? 

Mr.  Gannon.  That  is  true. 

Mr.  Patman.  Of  course,  some  of  us  may  disagree  with  you  on  some 
points  but  we  certainly  know  that  you  are  sincere  in  your  advocacy 
of  these  suggestions  that  you  have  made. 

Would  you  like  to  ask  any  questions,  gentlemen  of  the  committee? 

Mr.  Burke.  Mr.  Chairman. 

Mr.  Patman.  Mr.  Burke. 

Mr.  Burke.  In  relation  to  Federal  credit  unions  as  they  compare 
to  some  of  the  credit  unions  of  the  States,  would  you  advocate  allowing 
credit  unions  to  grant  GI  mortgages? 

Mr.  Gannon.  Mr.  Burke,  under  this  proposed  legislation,  the  credit 
unions  could  make  loans  with  maturities  up  to  5  years,  which  is  also 
provided  for  in  FHA. 

Mr.  Burke.  I  would  like  to  get  your  attitude  on  that.  In  Mas¬ 
sachusetts  the  credit  unions  operating  under  State  laws  were  allowed 
to  grant  mortgages  up  to  $12,000  and  it  has  worked  out  very  well  over 
the  period  of  years  it  has  been  in  effect.  I  was  wondering  what  your 
attitude  was  toward  liberalizing  the  law  to  that  extent. 

Mr.  Gannon.  Presently  Federal  credit  unions  are  precluded  from 
making  FHA  title  I  loans  because  our  counsel  has  indicated  that  insur¬ 
ance,  as  such,  is  not  collateral.  Therefore,  if  it  was  desired  that  they 
have  this  right,  it  would  be  necessary  to  further  amend  the  law  to 
make  specific  provision  that  this  insurance  would  be  considered  as 
collateral. 

Mr.  Burke.  What  do  you  think  of  it?  That  is  what  I  am  trying 
to  find  out. 

Mr.  Gannon.  Well,  I  have  no  strong  personal  feelings  for  it,  sir, 
one  way  or  the  other.  It  is  a  means  by  which  credit  union  members 
might  be  served.  I  am  not  sure  that  they  could  not  be  served  under 
the  present  terms  of  the  law,  by  providing  collateral. 

Mr.  Burke.  Do  you  feel  that  the  Government  guaranty  of  the  GI 
loan  and  the  FHA  loan  is  not  strong  enough  ? 

Mr.  Gannon.  Oh,  I  am  sure  that  it  is  strong  enough,  sir.  That 
is  not  my  concern.  It  is  just  whether  or  not  you  want  to  make  a 
specific  provision  in  the  law  that  this  type  of  insurance  would  be 
considered  as  collateral. 

Mr.  Burke.  If  you  feel  it  is  not  collateral,  why  do  the  banks 
take  them? 

Mr.  Gannon.  The  loan  is  insured.  As  you  know,  it  is  the  total 
of  the  loans  that  is  insured,  and  not  each  specific  loan.  That  is  why 
under  the  present  terms  of  our  Federal  Credit  Union  Act  our  counsel 
ruled  that  insurance  does  not  qualify  as  collateral. 

It  is  just  a  technical  legal  determination.  It  is  in  no  way  a  reflection 
upon  FHA  insurance. 
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Mr.  Burke.  Well,  have  you  made  any  study  or  survey  of  the  condi¬ 
tions,  for  instance,  in  Massachusetts,  where  they  have  granted  these 
mortgages  ? 

Mr.  Gannon.  No,  sir. 

Mr.  Burke.  That  is  all. 

Mr.  Patman.  Mr.  Multer,  we  would  be  glad  to  have  you  ask  ques¬ 
tions  if  you  like. 

Mr.  Multer.  Thank  you  very  kindly,  Mr.  Chairman. 

As  you  know,  I  am  very  much  interested  in  the  subject,  as  is  the 
chairman  and  as  are  all  the  other  members  of  the  committee. 

I  join  with  the  chairman  in  his  approval  of  the  very  fine  statement 
that  Mr.  Gannon  has  presented  to  us. 

Several  things  have  occured  to  me  with  reference  to  his  suggestion 
for  improvement  of  the  bill. 

On  page  3  of  your  statement,  Mr.  Gannon,  you  refer  to  the  fact 
that  you  would  probably  have  no  objection  to  the  5-year  maturity  if, 
as  a  condition,  the  loans  were  required  to  be  amortized. 

Mr.  Gannon.  Yes,  sir. 

Mr.  Multer.  Doesn’t  your  bureau  now  have  the  power  to  require 
all  loans  to  be  amortized  ? 

Mr.  Gannon.  Not  specifically,  Mr.  Multer.  The  language  of  the 
act  does  not  indicate  that  requirement  for  loans  with  maturities  not 
exceeding  3  years. 

Mr.  Multer.  As  to  present  loans,  that  credit  unions  are  authorized 
to  make,  isn’t  it  the  practice  that  they  all  be  amortized? 

Mr.  Gannon.  Generally,  yes,  sir. 

There  are  some  single  payment  loans  made.  This  is  our  concern, 
if  credit  unions  make  single  payment  loans  due  at  the  end  of  5  years. 

Mr.  Multer.  In  your  supervisory  authority,  don’t  you  have  the 
right  to  say  to  a  credit  union  that  you  ought  not  make  this  type  of 
loan  unless  it  is  amortized  ? 

Mr.  Gannon.  We  do  say  that,  Mr.  Multer.  I  am  not  sure  we  could 
sustain  this  position  legally  without  specific  language. 

Mr.  Multer.  Then  I  think  the  suggestion  ought  to  be,  don’t  you, 
that  we  put  into  the  statute  specific  authority  for  you  as  director  to 
say  to  credit  unions  that  they  shall  make  certain  loans  on  specific 
terms,  not  as  to  any  specific  loan  but  so  that  you  may  set  general 
standards  for  general  types  of  loans.  Don’t  you  think  you  ought  to 
have  that  power  ? 

Mr.  Gannon.  We  would  either  like  to  have  it  expressed  in  the  act, 
or  as  you  indicate,  it  would  be  an  alternative  solution.  Whatever  you 
would  deem  most  advisable. 

Mr.  Multer.  If  you  do  not  have  it,  don’t  you  think  you  ought  to 
have  this  for  all  loans  and  not  just  as  to  5-year  loans  if  we  should 
decide  to  make  them  5  years? 

Mr.  Gannon.  I  tliinlcso. 

Mr.  Multer.  Then,  with  reference  to  the  increase  of  the  maximum 
amount  of  unsecured  loans,  I  wonder  if  you  are  aware  of  the  fact  that 
11  or  12  State  legislative  bodies  this  year  have  considered  bills,  and 
with  the  exception  of  those  that  are  still  in  session  and  are  still  con¬ 
sidering  the  bills,  in  almost  every  instance,  in  connection  with  small 
loans,  small-loan  companies — and  credit  unions  make  small  loans — 
they  have  increased  the  limit  of  the  maximum  that  these  small-loan 
companies  may  lend,  which  is  indicative  of  the  fact  that  the  whole 
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economy  has  changed  and  what  cost  $300  some  years  ago  costs  $600 
now,  and  what  cost  $400  now  costs  $800.  Don't  you  think  possibly  an 
increase  to  $750  might  be  a  good  compromise? 

Mr.  Gannon.  I  would  like  to  say  first  of  all,  with  respect  to  small- 
loan  companies,  that  all  of  their  loans  are  not  made  on  an  unsecured 
basis.  They  require  chattel  mortgages  and  cosigners.  This  is  just 
with  reference  to  unsecured  loans. 

Mr.  Multer.  Small  loan  companies  tell  us  they  must  charge  3  per¬ 
cent  a  month  on  their  loans  because  they  are  practically  unsecured  and 
they  have  difficulty  collecting. 

Mr.  Gannon.  1  am  not  in  a  position  to  state,  offhand,  but  I  have 
seen  some  analyses  of  their  loans  which  indicate  that  a  substantial 
portion  of  their  loans  are  secured  by  chattel  mortgages  on  household 
goods,  automobiles,  and  whatnot.  I  must  admit  that  I  cannot  say 
there  is  anything  sacred  about  $500  and  we  do  know  there  has  been  in¬ 
flation. 

We  just  have  the  feeling  from  the  study  that  we  made,  first  of  all, 
that  apparently  the  demand  for  unsecured  loans  in  larger  amounts 
has  not  been  apparent.  We  have  an  average  of  $245.  Furthermore, 
we  have  the  10-percent  limitation,  as  you  know,  so  that  credit  unions 
may  make  loans  certainly  in  excess  of  $500  with  security. 

Mr.  Multer.  Yes. 

Mr.  Gannon.  And  the  act  defines  security  quite  broadly,  permitting 
a  comaker,  for  instance,  to  be  considered  as  security. 

Now,  we  are  only  concerned,  as  you  all  are,  too,  that  the  unsecured 
loans  are  not  going  to  be  made  in  such  amounts  that  possibly  we  are 
going  to  increase  the  loss  ratio.  We  are  very  proud  of  the  fact  that 
Federal  credit  unions  have  lost  only  17  cents  on  every  $100  loaned 
and  we  hope  we  can  protect  this  record.  I  am  sure  the  credit  unions 
are  just  as  enviable  as  we  are,  too. 

Mr.  Miller.  Would  the  gentleman  yield  ? 

Mr.  Multer.  I  yield. 

Mr.  Miller.  Does  the  fact  that  the  average  loan  is  $245  prove  any¬ 
thing  at  all  with  respect  to  the  potential  demand  for  such  a  loan  ? 

Mr.  Gannon.  Only  to  this  extent,  Mr.  Miller.  I  would  think,  if  the 
demand  was  for  higher  unsecured  loans,  that  the  average  would  cer¬ 
tainly  have  been  closer  to  $400,  which  is  the  limit. 

Mr.  Miller.  I  would  not  be  able  to  draw  that  conclusion  at  all  on 
the  basis  of  those  figures.  Of  course,  on  this  point,  as  to  whether  the 
loans  are  secured  or  unsecured,  it  seems  to  me  that  that  has  nothing  to 
do  with  the  need  for  money  as  such. 

I  would  like  any  further  data  that  you  have  to  give,  backing  up 
this  categorical  statement  that  there  does  not  appear  to  be  any  hard¬ 
ship  for  credit  union  members.  Do  you  have  any  additional  other 
than  these  averages  ? 

Mr.  Gannon.  No  ;  that  is  all  we  have,  actually. 

Mr.  Miller.  Thank  you. 

Mr.  Multer.  Mr.  Gannon,  with  reference  to  so-called  central  credit 
unions,  would  you  waive  your  objection  if  we  wrote  into  the  bill  a 
provision  limiting  the  amount  that  any  credit  union  could  invest  in 
the  central  credit  union  ? 
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Mr.  Gannon.  I  think  that  would  be  one  consideration  with  respect 
to  that  investment  provision.  However,  there  still  is  the  question  of 
whether  or  not  we  should  have  Federal  central  credit  unions. 

Mr.  Multer.  There  now  are  central  credit  unions  in  many  States. 

Mr.  Gannon.  That  is  right. 

Mr.  Multer.  They  operate  effectively  and  are  rendering  good  serv¬ 
ice  ;  are  they  not  ? 

Mr.  Gannon.  So  far  as  we  know ;  yes,  sir. 

Mr.  Multer.  At  any  rate,  there  has  been  no  criticism  of  their 
operation  ? 

Mr.  Gannon.  That  is  right.  Our  own  feeling  on  this  matter,  Mr. 
Multer,  is  that,  if  you  have  a  central  credit  union  which  services  the 
credit  unions  of  New  York  State,  the  credit  unions  of  New  York  State 
generally  are  affected  by  the  same  economic  conditions,  and  those  that 
have  surplus  funds  deposited  in  the  central  credit  union,  when  they 
have  an  economic  stress,  would  want  to  withdraw  those  funds  to  meet 
their  own  particular  demand;  on  the  other  hand,  those  who  needed  to 
borrow  would  want  to  borrow  from  the  central  at  the  same  time.  It 
seems  to  me  it  is  too  localized  to  be  an  effective  instrument. 

Mr.  Multer.  As  I  understand  it — and  you  may  correct  me  if  I  am 
wrong — today  there  are  very  few  places  if  any  where  a  credit  union 
can  go  to  borrow  funds.  We  have  many  situations,  particularly  with 
the  newei-  credit  unions,  where  they  do  not  have  enough  money  to  meet 
the  demands  of  their  community. 

We  have  other  situations  where  the  credit  union  has  an  excess  of 
funds  and  has  no  place  to  put  them.  Now,  it  is  my  understanding  that 
these  central  credit  unions  operate  as  a  means  of  taking  excess  moneys 
from  a  credit  union  that  has  an  excess  and  siphoning  them  into  a 
credit  union  that  does  not  have  enough  until  it  gets  enough  of  its  own 
funds,  and  thereby  putting  to  use  all  of  the  funds  that  are  in  the  credit 
union  movement,  some  of  which  would  otherwise  lie  idle.  Isn’t  that 
really  the  way  they  are  operating  ? 

Mr.  Gannon.  That  is  the  way  they  are  operating.  You  can  do  this, 
of  course,  under  the  present  law  because  credit  unions  may  borrow 
from  any  source  and  may  make  loans  to  other  credit  unions. 

Now,  you  have  one  factor.  You  do  not  have  the  clearinghouse  ar¬ 
rangement  where  you  select  those  that  need  and  those  that  have. 

Mr.  Multer.  And,  as  far  as  I  know,  the  credit  unions  have  never 
used  the  central  credit  union  as  a  means  of  getting  a  higher  return  on 
their  money.  They  do  not  use  the  central  credit  union  to  get  a  higher 
rate  of  return.  It  is  merely  to  put  excess  funds  to  use.  Am  I  not 
right,  sir? 

Mr.  Gannon.  I  think  that  is  right,  because,  actually,  experience 
would  indicate  that  they  could  not  get  a  higher  return  than  they  could 
from  other  sources  of  investment. 

Mr.  Mur /hr.  Now,  with  reference  to  the  statement  you  made  as  to 
exercising  the  right  to  review  the  expulsion  of  a  member.  You  say 
you  have  the  right  to  determine  whether  or  not  the  credit  union  is 
acting  in  accordance  with  the  law  and  the.  bylaws,  and  that  you  have 
the  right  under  existing  law  to  review  such  an  expulsion  of  a  member 
to  that  extent. 

Mr.  Gannon.  Yes,  sir. 

Mr.  Milter.  Have  you  ever  exercised  that  review? 

Mr.  G  annon.  We  have  never  had  any  complaints  in  this  area. 
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Mr.  Multer.  Can  you  point  out  the  provisions  in  the  statute  that 
give  you  that  right  to  review  today  ? 

Mr.  Gannon.  I  would  think,  Mr.  Multer,  that  under  our  general 
authority,  you  see,  we  are  charged  with  the  supervision  of  Federal 
credit  unions  and  their  compliance  with  the  act,  and  certainly,  we 
would  move  to  make  an  investigation  to  determine  the  merits  of  any 
complaint. 

Mr.  Multer.  Let  us  take  this  completely  suppositious  case. 

A  man  is  expelled  from  membership  in  a  credit  union  because  the 
credit  union  insists  that  every  member  wear  a  lapel  button  signifying 
that  he  is  a  member  of  the  credit  union  and  the  member  refused  to 
wear  the  button,  and  was,  therefore,  expelled. 

Under  existing  law,  can  you  review  that  expulsion  ? 

Mr.  Gannon.  We  could  review  it,  Mr.  Multer,  to  determine  that  he 
was  properly  notified,  and  that  the  two-thirds  of  the  members  present 
voted  upon  his  expulsion,  that  he  was  first  given  an  opportunity  to  be 
heard.  Now,  failing,  then,  to  give  him  the  opportunity  to  be  heard 
and  failing  to  have  two-thirds  vote  to  expel  him,  we  would  say  that 
you  have  not  acted  in  accordance  with  the  law,  and,  therefore,  the 
expulsion  cannot  stand. 

Mr.  Multer.  And,  if  they  gave  him  notice  that  they  were  going  to 
expel  him  because  he  refused  to  wear  the  button  and  then  they  brought 
him  in  and  said  to  him,  “Do  you  wear  the  button,  or  do  you  not?” 
And  he  says,  “I  do  not  wear  the  button  ad  will  not  wear  the  button,” 
then  they  expelled  him.  That  is  the  end  of  your  review  authority. 
You  have  no  right  to  say  that  that  is  an  irrational  or  capricious  or 
arbitrary  rule  of  the  particular  credit  union. 

Mr.  Gannon.  I  think  we  probably  could  say  that,  but  we  probably 
could  not  sustain  any  objection  to  it,  because  the  members  have  acted 
according  to  the  provisions  of  the  bylaws  and  the  law.  It  is  a  mem¬ 
bership  organization  and  the  members  vote  to  admit  me  to  member¬ 
ship,  and  they  have  the  right  to  expel  me.  The  statute  does  not  set 
forth  any  standards  for  expulsion. 

Mr.  Multer.  Don’t  you  think  that  we  ought  to  do  something  to  pre¬ 
vent  that  land  of  a  situation,  particularly  since  these  are  all  member¬ 
ship  associations?  At  the  same  time  if  you  expel  a  man  from  a  credit 
union,  you  are  actually  putting  a  blot  on  his  character  and  integrity 
in  that  community  and  I  do  not  think  it  should  be  done  for  capricious 
and  arbitrary  reasons.  I  think  you  agree  with  me. 

Mr.  Gannon.  I  certainly  do. 

Mr.  Multer.  I  think  you  ought  to  have  the  right  to  review  that 
sort  of  thing  if  it  should  happen.  I  do  not  know  of  any  instances 
where  it  has  happened. 

Mr.  Gannon.  No,  it  has  not. 

Mr.  Multer.  I  think  you  ought  to  have  the  right  to  review. 

Mr.  Gannon.  Fortunately,  it  has  not  happened  and  I  hope  it  will 
never  come  to  pass  because  we  think  about  credit  unions  as  being  the 
most  democratic  of  all  institutions.  I  would  certainly  agree  that 
it  does  blot  a  man’s  character  to  be  expelled,  especially  on  a  capricious 
charge.  I  would  only  say  to  you  that  under  present  law  we  would 
certainly  do  everything  in  our  power  to  see  that  the  credit  unions  act 
in  the  best  interests  of  all  their  members.  The  language  of  this 
amendment  bothers  us  because  it  seems  to  put  upon  us  a  burden  with¬ 
out  setting  forth  standards. 
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Mr.  Multer.  Well,  then,  possibly  your  objection  ought  to  be  to 
suggest  standards  rather  than  to  suggest  elimination  of  the  section. 

Mr.  Gannon.  Well,  we  did  indicate  in  the  last  sentence  that  this 
is  a  consideration. 

Mr.  Multer.  Yes,  sir,  that  is  all.  Thank  you. 

Mr.  Patman.  I  believe  you  brought  out  that  it  requires  the  at¬ 
tendance  of  two-thirds  of  the  members,  or  at  least  requires  a  vote  of 
two-thirds  of  the  members  of  a  credit  union  to  expel  a  member. 

Mr.  Gannon.  That  is  right,  Mr.  Chairman. 

Mr.  Patman.  And  that  meeting  must  be  called  for  that  particular 
purpose  ? 

Mr.  Gannon.  Yes,  sir. 

Mr.  Patman.  Then  it  occurs  to  me  that  the  member  has  pretty 
good  protection  when  he  has  all  those  safeguards. 

It  is  almost  inconceivable  that  two-thirds  of  the  members  would 
take  a  capricious  action  of  any  kind.  Of  course  were  there  to  be 
cases  like  that,  we  should  consider  it,  but  I  believe  you  have  said  you 
have  never  had  a  case  so  far  ? 

Mr.  Gannon.  No,  we  have  not. 

Mr.  Patman.  Now,  with  regard  to  the  central  credit  unions,  we 
had  one  of  our  witnesses  the  other  day,  Mr.  Girvan,  the  director  from 
Pennsylvania,  testify  on  the  central  credit  union  idea.  He  stated : 

In  attempting  to  borrow  for  this  purpose,  many  credit  unions  experience 
a  serious  problem,  due  to  the  reluctance  of  other  financial  institutions  to  make 
loans  to  credit  unions,  and  the  difficulty,  delay  and  restrictions  applicable  to 
such  loans  as  made  by  such  institutions. 

He  further  said :  As  a  result,  credit  unions  desiring  to  use  their  borrowing 
privileges  must  often  seek  loans  from  other  credit  unions  and  in  so  doing  they 
frequently  encounter  the  experience  of  being  forced  to  make  a  number  of  loans 
in  small  amounts  from  several  credit  unions.  This  is  caused  by  the  fact  that 
credit  unions  with  funds  in  excess  of  their  own  member  needs,  find  it  a  desirable 
and  provident  business  procedure  to  invest  their  funds  in  U.S.  Government 
bonds  and  obligations  and  other  insured  savings  and  loan  institutions.  In  this 
manner  they  make  some  return  while  retaining  a  reasonable  amount  of  cash 
to  meet  their  own  needs. 

Do  you  have  any  knowledge,  yourself,  Mr.  Gannon,  of  credit  unions 
finding  it  difficult  to  obtain  funds  from  other  financial  institutions? 

Mr.  Gannon.  No,  we  have  not,  Mr.  Chairman.  I  am  sorry  that  I 
do  not  have  with  me  a  study  of  this  activity  that  we  made  for  our  own 
annual  report  some  years  back  but  I  would  be  happy  to  furnish  it  to 
the  committee. 

Mr.  Patman.  We  shall  be  glad  to  have  it. 

(The  data  requested  above  is  as  follows :) 

[Excerpts  from  1953  Report  of  Operations,  Federal  Credit  Unions,  published  by  Bureau  of 
Federal  Credit  Unions,  U.S.  Department  of  Health,  Education,  and  Welfare] 

Borrowings  by  Federal  Credit  Unions  During  1953 

All  operating  Federal  credit  unions  were  requested  to  submit  a  supplementary 
report  on  their  borrowings  during  1953.  The  questionnaire  and  instructions 
called  for  information  as  to  the  amount,  source,  period,  contract  rate  of  interest, 
and  type  of  collateral,  if  any,  for  each  loan  negotiated.  They  were  specifically 
requested  to  exclude  all  short-term  loans  for  the  purpose  of  providing  change  on 
pay  days. 

Usable  returns  were  received  from  5,076  or  77  percent  of  the  6,578  operating 
Federal  credit  unions  at  the  end  of  1953.  Of  those  that  reported,  3,360  or  66 
percent  stated  they  had  borrowed  no  capital  funds  during  the  year.  The  1,716 
Federal  credit  unions  that  borrowed  reported  on  3,878  loans  for  an  aggregate 
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amount  of  $35,473,573.  Since  this  study  covered  a  substantial  majority  of  all 
operating  Federal  credit  unions,  the  findings  are  considered  to  be  representative 
of  their  experience  iu  borrowing  capital  funds  during  1953.  No  previous  credit 
union  study  of  this  nature  or  magnitude  has  ever  been  made. 

The  size  distribution  of  loans  included  in  this  study  is  shown  in  the  following 
schedule : 

Size  of  loans  to  Federal  credit  unions  during  1953 


Number  of  loans 

Amount  of  loans 

Size  of  loan 

Percentage 

Cumulative 

percentage 

Percentage 

Cumulative 

percentage 

Less  than  $500 _ _ _ 

1.7 

1.7 

0. 1 

0.1 

$500-$999 _ 

3.0 

4.7 

.2 

.3 

$l,000-$2,499 _ 

25.2 

29.9 

4.3 

4.6 

$2'500-$4,999  _ 

19.4 

49.3 

6.8 

11.4 

$5j000-$9|999 _ 

22.2 

71.6 

13.4 

24.8 

$10,000-$24,999  _ 

20.2 

91.7 

28.5 

53.3 

$25^000-$49^999 _ _ 

4.8 

96.5 

15.4 

68.7 

$50;000-S99'999  _ 

2.5 

99.0 

15.5 

84.2 

$100,000-$199,999  _  _ . 

.8 

99.8 

9.2 

93.4 

$200^000  and  above _ _ _ _ _ _ 

.2 

100.0 

6.6 

100.0 

100.0 

100.0 

Nearly  30  percent  of  the  number  of  loans  were  for  less  than  $2,500 ;  70  percent 
of  the  number  and  nearly  25  percent  of  the  aggregate  amount  were  in  loans  of  less 
than  $10,000  ;  91  percent  of  the  number  and  53  percent  of  the  aggregate  amount 
were  in  loans  of  less  than  $25,000. 

Less  than  20  percent  of  the  loans  below  $50,000  were  secured.  The  proportion 
of  secured  loans  in  each  size  category  for  $50,000  and  above  was  as  follows: 
$50,000  to  $99,999,  43  percent ;  $100,000  to  $199,999,  48  percent ;  and  $200,000  and 
above,  89  percent.  More  than  half  the  loans  of  less  than  $5,000  were  for  rates 
of  interest  in  excess  of  3  percent ;  and  more  than  half  the  loans  of  $5,000  and 
above  were  at  rates  of  interest  of  3  percent  per  annum  or  less.  About  two-thirds 
of  the  loans  in  all  size  categories  were  for  periods  of  6  months  or  less. 

Other  credit  unions  provided  more  than  half  the  loans  in  the  five  size  categories 
between  $500  and  $24,999.  Banks  made  more  than  half  of  all  loans  above  $25,000, 
and  thus  provided  about  47  percent  of  the  aggregate  amount  borrowed  by  all 
Federal  credit  unions  during  1953.  None  of  the  loans  from  savings  and  loan 
associations  exceeded  $25,000.  Most  of  the  loans  from  this  source  were  between 
$2,500  and  $4,999,  and  accounted  for  about  5  percent  of  all  loans  in  this  size 
category. 

A  more  detailed  analysis  of  the  interest  rates  on  these  loans  is  presented  in 
the  following  schedule : 


Interest  rates  on  loans  to  Federal  credit  unions  during  1953 


Number  of  loans 

Amount  of  loans 

Interest  rate  per  annum 

Percentage 

Cumulative 

percentage 

Percentage 

Cumulative 

percentage 

Less  than  1  percent _  _ - 

1.2 

1.2 

0.4 

0.4 

1-1.9 percent..  _ _  .  .  ___  ...  _  _ 

1. 1 

2.3 

.  2 

.  6 

2-2.9  percent _ _ _ 

2.  6 

4.  9 

10. 1 

10.  7 

3-3.9  percent.  _ 

43.  0 

47.  9 

50.  5 

61.  2 

4^.9  percent.  . . . . - _  _ 

38.5 

86.4 

32.  5 

93.  7 

5-5.9  percent _  _ _ _ 

8.  5 

94.  9 

4.  7 

98.  4 

6-0.9  percent-  _  _  _ _ 

4.  9 

99.  8 

1.4 

99.8 

7-7.9  percent _ _  .  _ 

.  1 

99.  9 

.  1 

99.  9 

8-8.9  percent _ .  ..  .  . . . 

,i 

100.0 

.  1 

100.0 

Total... _ _ _ _ 

100.0 

100.0 

The  most  frequent  rate  was  3  to  3.9  percent  which  accounted  for  43  percent 
of  the  total  number  and  50  percent  of  the  aggregate  amount  of  all  loans.  The 
next  most  frequent  rate  was  4  to  4.9  percent  which  accounted  for  38  percent 
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of  the  number  and  32  percent  of  the  amount  of  all  loans.  More  than  86  per¬ 
cent  of  the  number  and  93  percent  of  the  amount  of  all  loans  were  at  rates 
below  5  percent.  It  is  significant  to  note  that  of  the  total  sample  of  3,878 
loans  only  5  were  at  rates  between  7  and  7.9  percent  and  only  2  were  at  rates 
between  8  and  8.9  percent. 

The  period  of  the  loan  apparently  had  little  influence  on  the  interest  rate. 
In  all  rate  categories  except  one  the  proportion  of  loans  for  periods  of  6  months 
or  less  varied  from  61  to  100  percent.  Sixty-five  percent  of  the  loans  at  1  to  1.9 
percent  were  for  periods  in  excess  of  6  months.  This  rate  category,  however, 
accounted  for  only  1  percent  of  the  number  and  0.2  percent  of  the  amount  of 
all  loans. 

Security  was  a  significant  factor  in  only  one  rate  category.  Fifty-three  per¬ 
cent  of  the  number  and  90  percent  of  the  amount  of  loans  at  2  to  2.9  percent 
were  secured.  This  rate  category  accounted  for  2  percent  of  the  number  and 
10  percent  of  the  amount  of  all  loans.  Less  than  13  percent  of  the  loans  in 
all  other  rate  categories  were  secured. 

The  distribution  of  the  loans  by  rate  of  interest  and  principal  source  is  shown 
in  the  following  schedule : 

Interest  rates  and  principal  sources  of  loans  to  Federal  credit  unions  during  1953 


Distribution  of  loans  by  principal  sources 


Interest  rate 

Percentage  of  number 

Percentage  of  amount 

Other 

credit 

unions 

Banks 

Savings 
and  loan 
associa¬ 
tions 

Other 

credit 

unions 

Banks 

Savings 
and  loan 
associa¬ 
tions 

2. 1 

2. 1 

97.9 

1-1.9  percent _ _ _ _ 

92.7 

82.2 

17.8 

26.3 

51.  5 

6. 1 

4.3 

92.4 

2.8 

71.7 

22.3 

.9 

53.9 

44. 1 

1.7 

53.4 

35.0 

4  0 

40.0 

53.3 

4. 1 

5.4 

80. 1 

6.6 

5.8 

85.2 

3.7 

n.i 

79.4 

.5 

7.6 

85.8 

5.6 

100.0 

100.0 

100.0 

100.0 

The  category  “Other  sources  of  loans”  includes  individuals,  labor  unions,  em¬ 
ployers,  and  unclassified  sources. 

The  sources  of  the  loans  and  the  practice  concerning  security  are  shown  in 
the  following  schedule : 


Source  of  loans  to  Federal  credit  unions  during  1953 


Source 

Percentage  distribution 

Percentage  unsecured 

Number 

Amount 

Number 

Amount 

Other  credit  unions _ 

54.1 

41.2 

98. 1 

97.4 

Banks  ...  _  _  _ _ 

35.3 

54.3 

76.2 

55.8 

Sa vines  and  loan  associations _ 

2.7 

1.3 

1.0 

1.5 

Individual _  __  _ 

4.2 

1.2 

99.4 

99.7 

Employers _ 

1.7 

1.  1 

97.0 

97.0 

Labor  unions _ 

.5 

.2 

100.0 

100.0 

Unclassified _ 

1.5 

93.2 

94.7 

Total  _  _  _  _  _  _  _  . 

100.0 

100.0 

87.8 

73.5 

Other  credit  unions  and  banks  were  the  principal  sources  of  loans,  and  to¬ 
gether  accounted  for  89  percent  of  the  number  and  95  percent  of  the  amount  of 
all  loans.  More  than  87  percent  of  the  number  and  73  percent  of  the  amount 
of  loans  from  all  sources  were  unsecured.  It  appears  to  be  the  general  prac¬ 
tice  for  savings  and  loan  associations  to  require  security  for  all  loans.  The 
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sample  included  only  one  unsecured  loan  in  the  amount  of  $7,000  from  this 
source. 

Although  less  than  13  percent  of  the  number  and  27  percent  of  the  amount 
of  all  loans  were  secured,  the  type  of  collateral  used  and  its  apparent  influence 
on  interest  rates  are  significant.  The  findings  of  the  study  in  these  two  respects 
are  shown  in  the  following  schedule : 


Types  of  collateral  related  to  interest  rates  on  loans  to  Federal  credit  unions 

during  1953 


Security 

Percentage  of— 

Percentage  distribution  by  rate  of 
interest 

3  percent  or  less 

Over  3  percent 

Number 

Amount 

Number 

Amount 

Number 

Amount 

None .  . 

87.8 

73.5 

46.8 

51.4 

53.2 

48.6 

U.S.  bonds  _  . . 

5.7 

21.6 

78.3 

96.8 

21.7 

3.2 

Savings  and  loan  shares  or  certificates _ 

4.7 

3.7 

29.  1 

50.7 

70.9 

49.3 

Notes  of  members _ _ _ 

1.5 

1.0 

47.5 

52.2 

52.5 

47.8 

Unclassified _  _ 

.3 

.2 

75.0 

80.0 

25.0 

20.0 

Total . . 

100.0 

100.0 

47.9 

61.2 

52.1 

38.8 

United  States  bonds  were  pledged  as  security  for  about  5  percent  of  the  num¬ 
ber  and  21  percent  of  the  amount  of  all  loans,  and  it  appears  that  this  type 
of  collateral  had  a  significant  influence  on  the  rate  charged.  This  seems  to 
indicate  an  important  advantage  of  registered  and  bearer-type  Treasury  bonds 
as  investments  for  Federal  credit  unions.  The  influence  of  other  types  of  col¬ 
lateral  on  interest  rates  is  not  clearly  indicated  by  the  study. 

The  loans  were  for  short  periods.  This  is  clearly  indicated  by  the  following 
schedule. 

More  than  75  percent  of  both  number  and  amount  of  all  loans  were  for  periods 
of  6  months  or  less.  (In  the  period  classifications  discussed  above,  demand 
loans  were  included  with  those  for  periods  in  excess  of  6  months.)  Banks  made 
58  percent  of  the  number  and  77  percent  of  the  amount  of  all  loans  with  maturi¬ 
ties  of  3  months  or  less.  More  than  half  of  all  loans  in  this  time  category 
were  for  rates  in  excess  of  3  percent  and  18  percent  of  them  were  secured,  which 
is  the  highest  for  the  6  categories. 

Certain  regional  differences  in  the  proportion  of  borrowing  Federal  credit 
unions,  sources  of  loans,  and  rates  of  interest  were  disclosed  by  the  study. 
These  differences  are  indicated  by  the  data  shown  in  the  following  schedule : 


Borrowings  by  Federal  credit  unions  in  selected  States  during  1953 
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Period  of  loans  to  Federal  credit  unions  during  1953 


Loan  period  in  months 

Number  of 
loans 

Amount  of 
loans 

Percentage  distribution 
of  number  by  source 

Per¬ 

cent¬ 

age 

Cumu¬ 

lative 

percent¬ 

age 

Per¬ 

cent¬ 

age 

Cumu¬ 

lative 

percent¬ 

age 

Other 

credit 

unions 

Banks 

All 

other 

3  months  and  less _ _ _ 

47.3 

47.3 

49.5 

49.5 

29.2 

58.8 

12.0 

4  to  6 _ 

28.0 

75.3 

25.7 

75.2 

72.5 

18.9 

8.6 

7  to  9 _ 

2.5 

77.8 

1.9 

77. 1 

67.7 

14.6 

17.7 

10  to  12 _ 

14.8 

92.6 

12.9 

90.0 

88.4 

4.2 

7.4 

Over  12 _ 

1.3 

93.9 

1.0 

91.0 

82.4 

9.8 

7.8 

Demand _  _ _ 

6.1 

100.0 

9.0 

100.0 

67.9 

18.6 

19.5 

100.0 

100.0 

Although  reports  on  borrowing  were  received  from  Federal  credit  unions  in 
all  States,  the  number  of  loans  was  too  small  for  some  States  to  constitute  an 
adequate  sample.  The  above  schedule  includes  all  States  that  had  2  percent 
or  more  of  all  loans  made  to  Federal  credit  unions  during  1953  as  shown  by 
the  study.  The  range  was  from  12.5  percent  for  California  to  2  precent  for 
Washington.  The  selected  States  included  65  precent  of  all  operating  Federal 
credit  unions  at  the  end  of  1953  and  accounted  for  71  percent  of  all  loans  in¬ 
cluded  in  the  study. 

The  percentage  of  Federal  credit  unions  that  borrowed  was  highest  for  Kan¬ 
sas  with  45.2  percent,  and  lowest  for  Ohio  with  26.8  percent. 

Federal  credit  unions  in  Texas  obtained  40  percent  of  tbeir  loans  from  other 
credit  unions  and  49  percent  from  banks.  In  Hawaii,  96  percent  of  the  loans 
were  obtained  from  other  credit  unions  and  only  1  percent  from  banks.  In 
the  District  of  Columbia  6  percent  of  the  loans  were  from  savings  and  loan  as- 
coeiations,  whereas  none  were  obtained  from  this  source  by  Federal  credit 
unions  in  Kansas. 

One-fourth  of  the  loans  obtained  by  Federal  cerdit  unions  in  the  District  of 
Columbia  were  at  interest  rates  less  than  3  percent.  Loans  at  less  than  3  per¬ 
cent  accounted  for  one-fifth  of  all  the  loans  obtained  by  those  in  Connecticut. 
There  were  no  loans  at  rates  below  3  percent  reported  in  Kansas.  Loans  at 
rates  between  3  and  3.9  percent  accounted  for  more  than  half  of  all  loans  re¬ 
ported  by  Federal  credit  unions  in  Connecticut,  Hawaii,  Michigan,  New  Jersey, 
New  York,  and  Texas — led  by  Hawaii  with  96  percent.  More  than  half  of  the 
loans  reported  for  Kansas,  Ohio,  and  Pennsylvania  were  at  rates  between  4  and 
4.9  percent.  Loans  at  rates  between  5  and  5.9  percent  accounted  for  a  higher 
percentage  of  all  loans  in  California  than  in  any  other  of  the  12  States,  but  the 
percentage  in  this  rate  category  was  only  slightly  lower  in  Kansas,  New  York, 
Ohio,  and  Texas.  The  highest  percentage  of  loans  at  rates  of  6  percent  and 
over  was  reported  for  Pennsylvania  with  7  percent  and  the  second  highest  for 
New  Jersey  with  6  percent. 

When  the  Federal  credit  unions  that  reported  on  their  borrowings  during  1953 
are  grouped  by  size  of  assets,  a  number  of  significant  and  interesting  facts  are 
disclosed.  The  proportion  of  borrowers  was  lowest  for  those  with  assets  of 
less  than  $10,000,  ranging  from  2.9  percent  for  the  group  with  less  than  $1,000 
in  assets  to  17.5  percent  for  the  group  with  assets  between  $5,000  and  $9,999. 
More  than  40  percent  of  the  reporting  Federal  credit  unions  with  assets  of 
$100,000  or  more  were  borrowers.  Those  with  assets  of  less  than  $25,000  ac¬ 
counted  for  13.2  percent  of  the  total  number  and  2.3  percent  of  the  total  amount 
of  borrowings.  More  than  90  percent  of  the  number  of  loans  to  Federal  credit 
unions  with  assets  of  less  than  $100,000  were  unsecured.  Those  with  assets  of 
$1  million  or  more  had  the  lowest  percentage  of  unsecured  loans  with  58  per¬ 
cent. 

The  largest  Federal  credit  unions  obtained  more  of  their  loans  at  interest 
rates  of  3  percent  or  less,  which  is  further  confirmation  of  an  earlier  observa¬ 
tion  that  certain  types  of  security  apparently  have  an  advantage  in  negotiations 
with  lending  institutions  on  interest  rates.  More  than  half  of  the  loans  to  Fed¬ 
eral  credit  unions  with  assets  of  $250,000  or  more  were  at  rates  of  3  percent 
or  less.  Those  with  assets  of  less  than  $25,000  had  a  larger  proportion  of  loans 
with  maturities  in  excess  of  6  months  than  the  average  for  the  whole  sample, 
while  those  with  assets  of  $25,000  or  more  had  a  smaller  proportion. 

The  characteristics  of  the  loans  to  Federal  credit  unions  grouped  by  amount 
of  assets  at  the  end  of  1953  are  shown  in  the  following  schedules. 


Federal  credit  union  borrowings  during  1963  grouped  by  amount  of  borrowers’  assets  as  of  Dec.  31,  1953 
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Nearly  half  of  the  reporting  Federal  credit  unions  (49.7  percent)  borrowed 
only  once  during  1953.  The  loans  to  this  group  of  credit  unions,  however, 
accounted  for  only  18.1  percent  of  the  total  amount  borrowed.  Those  that 
borrowed  from  two  to  live  times  during  the  year  accounted  for  44.2  percent  of 
the  number  of  borrowing  Federal  credit  union  and  48.8  percent  of  the  total 
borrowings.  Only  6.1  percent  of  the  Federal  credit  unions  included  in  the  sample 
borrowed  more  than  five  times  during  the  year ;  their  loans,  however,  amounted 
to  33  percent  of  the  total  amount  borrowed. 

In  general,  the  larger  Federal  credit  unions  borrowed  more  frequently  than 
the  smaller  ones.  None  with  assets  of  less  than  $10,000  borrowed  more  than 
five  times  during  the  year.  The  large  units  that  borrowed  more  frequently  than 
the  average  also  borrowed  larger  amounts.  Approximately  10  percent  of  the 
reporting  Federal  credit  unions  with  assets  of  $100,000  or  more  borrowed  more 
than  five  times  during  1953-  and  these  loans  accounted  for  17.6  percent  of  the 
total  number  and  31.4  percent  of  the  total  amount  of  loans  included  in  the 
sample. 

The  analysis  of  the  borrowings  by  size  of  Federal  credit  unions  and  frequency 
is  shown  in  the  following  schedule. 


Distribution  of  Federal  credit  union  borrowings  during  1953  by  frequency  and  amount,  and  by  size  of  borrowers  at  the  end  of  1953 
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When  the  reporting  Federal  credit  unions  are  grouped  by  year  chartered  and 
are  compared  with  the  percentage  distribution  of  all  operating  Federal  credit 
unions  as  of  December  31,  1953,  it  appears  that  the  sample  was  well  distributed 
by  age  groups. 

Borrowing  Federal  credit  unions  chartered  prior  to  January  1,  1942,  accounted 
for  52.4  percent  of  the  total  number  and  67.1  percent  of  the  total  amount  of  loans 
included  in  the  study.  This  is  explained  by  the  fact  that  in  general  the  older 
units  are  the  larger  ones.  Except  for  those  chartered  during  the  war  years,  a 
larger  percentage  of  the  older  Federal  credit  unions  pledged  security  for  their 
loans.  It  appears  that  size  rather  than  age  is  the  reason  for  this  variation. 
The  older  and  larger  units  borrowed  more  frequently  and  in  larger  amounts, 
and  these  Federal  credit  unions  pledged  their  long-term  investments  in  U.S. 
bonds  in  order  to  obtain  lower  interest  rates.  In  general,  it  may  be  concluded 
that  new  units  are  not  being  required  to  pledge  security  for  their  loans  to  a 
greater  extent  than  the  well-established  credit  unions.  The  numbers  of  Federal 
credit  unions  that  were  chartered  during  the  war  years  and  were  in  operation 
at  the  end  of  1953  are  too  small  to  constitute  a  significant  sample. 

The  distribution  of  the  sample  used  in  this  study  by  age  groups  is  shown  in 
the  following  schedule. 


Federal  credit  unions  that  borrowed  during  1953  grouped  by  year  chartered 
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Mr.  Gannon.  On  the  source  of  borrowing  by  credit  unions,  I  direct 
your  attention  to  our  last  annual  report,  December  31,  1957.  Our  new 
one  is  in  the  process  of  being  printed.  At  the  end  of  December  31, 
1957,  credit  unions  had  notes  payable — this  was  Federal  credit  un¬ 
ions — of  $41  million  and  some.  They  also  had  as  an  asset,  loans  to 
other  credit  unions,  $38,800,000,  roughly.  So  this  does  indicate  that 
they  have  the  opportunity  to  borrow  from  other  credit  unions,  and 
that  they  certainly  are  borrowing  from  other  sources  as  well,  because 
this  is  just  Federal  credit  unions. 

But  this  study  we  made  did  indicate  the  sources  of  borrowing  by 
credit  unions,  and  we  would  be  happy  to  furnish  this  study  to  you. 

Mr.  Patman.  We  would  like  to  have  it.  If  you  furnish  it,  we  will 
put  it  in  the  record. 

On  the  question  of  the  loan  limit  of  $400,  I  happened  to  be  the 
author  of  the  bill  to  raise  it  to  $400  in  1949  from  $300. 

Mr.  Gannon.  That  is  right. 

Mr.  Patman.  We  did  not  experience  too  much  difficulty  at  that 
time,  and  since  that  time  the  value  of  our  money  has  gone  down,  in¬ 
comes  have  gone  up,  and  a  lot  of  other  changes  have  taken  place  in  our 
economy.  I  was  hoping  that  you  would  agree  that  $1,000  would  not  be 
unreasonable,  in  view  of  the  changes  in  our  economy  since  that  time 
over  the  period  of  the  past  10  years.  The  situation  has  become  ex¬ 
tremely  difficult  in  more  ways  than  one;  and  money,  of  course,  is  not 
as  valuable  as  it  used  to  be. 

You  would  not  be  willing  to  raise  that  amount  on  your  recommen¬ 
dation  ?  You  think  that  $400  is  sufficient  ? 

Mr.  Gannon.  $500,  Mr.  Chairman. 

Mr.  Patman.  Oh,  that  is  right,  you  did  recommend  $500. 

Mr.  Gannon.  Yes. 

Mr.  Patman.  Of  course,  you  took  issue  with  us  on  the  $1,000  pro¬ 
posed  in  the  bill.  Well,  of  course,  that  is  a  matter  for  the  committee 
to  decide  and  whatever  the  committees  of  Congress  do,  you  would  be 
glad  to  work  with  ? 

Mr.  Gannon.  Yes,  indeed. 

Mr.  Patman.  Yes,  sir. 

On  page  4  of  your  testimony,  you  state — 

We  do  not  believe  that  the  president  should  select  the  members  of  the  supervi¬ 
sory  committee  who  will  be  auditing  his  administration  and  we  would,  therefore, 
suggest  an  amendment  to  provide  for  a  supervisory  committee  of  three  members 
to  be  elected  by  the  board  of  directors. 

Under  existing  rules  and  regulations  of  the  credit  unions  and  under 
the  law  applying  thereto,  that  committee  is  composed  of  five  members, 
is  it  not  ? 

Mr.  Gannon.  At  least  three. 

Mr.  Patman.  I  mean  the  whole  committee  is  composed  of  five  mem¬ 
bers. 

Mr.  Gannon.  The  board  of  directors. 

Mr.  Patman.  The  committee  that  these  three  must  be  selected  from 
is  composed  of  five  members. 

Mr.  Gannon.  Yes,  the  board  of  directors  must  have  a  minimum 
membership  of  five.  But  the  supervisory  committee  has  a  minimum 
membership  of  three. 


40446 — 59 


11 


146 


FEDERAL  CREDIT  UNIONS 


Mr.  Patman.  If  you  select  three  from  five  that  is  cutting  it  pretty 
thin. 

Mr.  Gannon.  It  was  not  our  intention  that  the  three  would  neces¬ 
sarily  be  taken  from  the  five.  It  was  our  intention  to  suggest  that  the 
board  of  directors,  the  five  or  more,  would  select - 

Mr.  Patman.  Three  from  the  outside,  perhaps. 

Mr.  Gannon.  Would  select  three,  rather  than  having  the  president, 
the  individual,  select  the  three,  and  then  having  them  ratified  by  the 
board. 

Mr.  Patman.  Yes,  sir,  fundamentally  I  think  that  would  be  very 
bad  for  the  president  to  do.  I  have  a  good  example  of  it.  I  will  not 
involve  you  in  any  Federal  Reserve  question,  but  I  might  observe 
that  the  Federal  Reserve  System  for  46  years  has  never  had  its  books 
audited  by  independent  auditors  or  by  the  General  Accounting  Office 
of  the  Government.  They  have  handled  hundreds  of  billions  of  dol¬ 
lars  of  Government  money,  printed  over  at  the  Bureau  of  Engraving 
and  Printing,  and  the  only  audits  they  have  had  are  audits  where  they 
themselves  have  selected  the  auditors  and  given  the  auditors  their 
instructions,  and  the  auditors  made  reports  only  to  the  Federal  Re¬ 
serve  itself. 

I  have  some  very  firm  convictions  on  these  matters. 

Mr.  Gannon.  This  is  a  a  little  bit  of  our  concern  when  the  presi¬ 
dent  would  select  the  members  of  the  supervisory  committee  who 
would  be  auditing  his  administration.  It  is  not  quite  as  independent 
as  if  the  members  were  selected  at  least  by  the  board  of  directors. 

Mr.  Patman.  That  is  right.  In  these  organizations,  I  am  just 
amazed  to  find  so  few  problems  coming  up,  so  few  charges  of  miscon¬ 
duct  or  misappropriation  of  funds.  You  never  hear  of  them  at  all. 

Mr.  Gannon.  That  is  very  true,  Mr.  Chairman.  I  can  say  that, 
working  with  the  Bureau  and  working  with  the  Federal  credit  un¬ 
ions,  as  we  do,  is  a  real  pleasure,  because  we  encounter  such  dedicated 
people  who  want  to  do  a  real  job. 

Mr.  Patman.  Yes,  sir. 

Mr.  Gannon.  And  they  create  very,  very  few  problems  for  us.  It 
is  just  a  pleasure. 

Mr.  Patman.  And  we  do  not  want  to  loosen  things  up  to  a  point 
where  there  would  be  more  inducements  or  opportunities  for  some 
dishonest  person  to  take  advantage  of  it.  I  agree  with  you  on  that. 

You  take  20,000  Federal  and  State  credit  unions  with  10  million 
members,  it  is  a  remarkable  record  that  you  would  have  so  few  charges 
of  misconduct  or  misappropriation  of  money. 

Mr.  Gannon.  Yes,  sir,  I  take  great  pride,  Mr.  Chairman,  in  analyz¬ 
ing  our  activities. 

Mr.  Patman.  Do  you  find  that  the  credit  unions  pay  their  way, 
too? 

Mr.  Gannon.  They  do. 

Mi-.  Patman.  There  are  no  appropriated  funds,  either  through  the 
back  door  or  the  front  door,  to  take  care  of  them.  They  pay  their 
own  way. 

Mr.  Gannon.  That  is  right. 

Mr.  Patman.  Are  there  other  questions  ? 

Mr.  Miller.  Mr.  Chairman,  I  wonder  if  I  might  pursue  this  mat¬ 
ter  of  the  Federal  Central  Credit  Union  a  little  further. 
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Mr.  Girvan  the  other  day,  and  I  think  Mr.  Woodman,  referred  to 
the  fact  that  not  only  do  they  have  these  concrete  stumbling  blocks 
in  the  way  of  financing  and  securing  additional  sources  of  loan  money, 
but  also  that  this  process  is  extremely  laborious.  Would  you  care  to 
comment  on  the  experience  that  you  have  had  with  the  laborious  na¬ 
ture  of  securing  these  loans  in  a  State  or  area,  where  there  is  need  for 
immediate  financing? 

Mr.  Gannon.  I  cannot  comment  because  I  know  of  no  situations  that 
fall  in  that  category. 

Mr.  Miller.  This  seems  to  be  so  typical,  in  which  your  own  per¬ 
sonal  experience  does  not  conform  to  that  of  other  witnesses  who  ap¬ 
pear  before  us  who  say  they  have  had  experience  on  this. 

Other  witnesses  have  told  us  this  and  they  have  alluded  to  this.  I 
cannot  understand  why  they  have  not  called  this  to  your  attention. 

Mr.  Gannon.  Of  course,  it  is  conceivable.  We  have  over  9,000 
Federal  credit  unions  and  of  course,  they  are  scattered  throughout  all 
of  the  States  and  Territories. 

Mr.  Miller.  I  see  the  CUNA  witness  is  sitting  back  there.  I  hope 
he  will  take  due  note  of  the  fact  that  you  are  not  aware  of  the  laborious 
nature  of  making  these  loans  and  also  of  the  fact  that  there  are  no 
difficulties  in  other  areas.  Thank  you,  Mr.  Chairman. 

Mr.  Patman.  Thank  you,  sir. 

Any  other  questions,  gentlemen  ? 

If  not,  thank  you  very  much,  Mr.  Gannon.  We  appreciate  your 
testimony. 

Mr.  Gannon.  Thank  you.  I  appreciate  the  opportunity  of  coming 
here,  Mr.  Chairman. 

Mr.  Patman.  I  see  the  Honorable  Mr.  Oliver  of  Maine  is  here.  He 
mentioned  to  me  that  he  would  like  to  testify.  Would  you  like  to 
testify  at  this  time,  Mr.  Oliver  ? 

Mr.  Oliver.  I  would  like  to  make  a  very  brief  statement  with  the 
permission  of  the  committee  to  insert  in  the  record  a  more  detailed 
statement. 

Mr.  Patman.  You  may  do  so,  Mr.  Oliver. 

STATEMENT  OF  HON.  JAMES  C.  OLIVER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MAINE 

Mr.  Oliver.  Mr.  Chairman,  it  is  a  real  pleasure  for  me  to  be  here 
on  this  particular  mission.  I  want  to  say  that  I  fully  support  the 
objectives  of  this  pending  legislation.  It  is  interesting  to  note  that 
in  the  State  of  Maine  we  have  some  50,000  people  who  are  now  mem¬ 
bers  of  State  credit  unions  and  Federal  credit  unions  and  that  they 
have  been  working  out  their  own  destiny  so  to  speak,  as  far  as  credit 
facilities  are  concerned  and  doing  very  well  at  it. 

Some  20  years  ago  I  took  enough  interest  to  try  to  get  more  credit 
union  organizations  in  my  State,  particularly  along  the  coast,  where 
we  have  a  lot  of  individual  fishermen  who  do  not  have  credit  facilities 
very  much  available  to  them  and,  as  a  result  of  that,  I  felt  that  at 
least  we  made  some  progress  toward  more  credit  union  organizations. 

I  would  like  to  say,  Mr.  Chairman,  that  so  far  as  the  details  of  this 
legislation  are  concerned,  I  am  not  competent,  perhaps,  to  make  any 
recommendations. 
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I  feel  a  great  deal  of  confidence  as  I  look  over  the  personnel  of  the 
subcommittee.  I  know  that  the  interest  of  our  people  is  going  to  be 
protected,  and  I  am  very  happy  for  the  opportunity  of  making  this 
appearance  to  say  that  the  people  of  my  State  whom  I  have  contacted 
in  the  present  credit  union  organizations — and  that  includes  every 
single  credit  union  organization  in  my  district — those  who  have  replied 
to  my  inquiries  about  this  legislation  have  supported  it  without  any 
reservation  whatsoever  and  I  am  very  glad  to  bring  that  forward  for 
your  consideration. 

I  ask  permission  that  I  may  be  allowed  to  introduce  a  more  detailed 
statement  before  the  record  is  completed. 

Mr.  Patman.  Without  objection,  it  is  so  ordered. 

Mr.  Oliver.  Thank  you  very  much. 

Mr.  Patman.  Thank  you,  Mr.  Oliver. 

(The  additional  statement  to  be  supplied  by  Mr.  Oliver  follows:) 

Statement  of  Hon.  James  C.  Oliver,  a  Representative  in  Congress  From  the 

State  of  Maine  in  Support  of  H.R.  5777  and  Other  Bills  Which  Would 

Amend  the  Federal  Credit  Union  Act  of  1934 

Mr.  Chairman,  the  25-year  history  of  the  Federal  credit  union  movement  in 
the  United  States  has  been  one  of  the  solid  accomplishment  and  growth.  Credit 
unions  have  provided  a  much  needed  haven  for  the  small  borrower  and  investor. 
Too  often  people  of  moderate  means  have  been  compelled  to  submit  themselves 
to  the  harsh  terms,  demanded  by  small-loan  operators.  Through  Federal  credit 
unions,  which  today  boast  a  membership  of  10  million  families  in  9,539  separate 
organizations,  small-loan  needs  of  people  in  moderate  circumstances  are  met 
through  these  cooperative  organizations  for  saving  and  loaning  at  reasonable 
rates. 

These  organizations  have  filled  a  void  in  the  economic-structure  of  our  country. 
The  Federal  Credit  Union  Act  of  1934  not  only  furnished  a  set  of  rules  governing 
the  regulation  of  credit  unions  in  States  which  had  no  laws  on  the  subject,  but 
also  established  a  standard  which  State  legislatures  have  followed  in  setting 
up  their  own  regulatory  laws.  The  act  has  stood  up  well  during  its  25-year 
history.  However,  because  of  the  many  changes  in  our  country’s  economic  struc¬ 
ture,  a  number  of  refinements  in  the  present  law  are  definitely  required. 

H.R.  5777,  introduced  by  the  distinguished  chairman  of  this  subcommittee, 
is  widely  endorsed  by  the  Credit  Union  National  Association  and  by  officials 
of  the  local  credit  unions.  This  measure  would  provide  for  22  separate  changes 
in  the  present  law,  most  of  which  are  minor  in  effect  but  important  for  expanded 
operations  of  our  local  credit  unions. 

The  most  important  changes  deal  with  the  urgent  necessity  for  credit  unions 
to  expand  their  loan  operations.  The  rise  in  the  cost  of  living,  especially  as 
found  in  sudden  or  unexpected  hospitalization  and  medical  expenses,  as  well 
as  the  increased  costs  of  home  expenses,  appliances,  etc.,  points  up  the  need 
for  raising  credit  union  maximum  loan  limits  from  $400  to  $1,000  and  maximum 
loan  duration  from  3  to  5  years.  These  changes  are  urgently  required  to  prevent 
credit  union  members  from  having  to  turn  elsewhere  for  economic  assistance 
at  increased  financing  costs. 

The  most  important  refinement  provided  through  the  proposed  legislation  is 
to  extend  to  Federal  credit  unions  a  right  already  enjoyed  by  State-chartered 
organizations,  that  of  investing  in  central  credit  unions.  This  will  enable 
individual  credit  unions  to  meet  more  adequately  local  and  seasonal  credit 
requirements.  The  central  credit  unions  would  provide  a  reservoir  of  funds 
to  assist  during  heavy  borrowing  periods,  as  well  as  making  flexible  the  transfer 
of  credit  facilities  from  areas  where  funds  are  in  excess  to  areas  where  credit 
is  needed. 

I  have  made  an  effort  to  contact  all  credit  unions  within  my  congressional 
district.  Every  reply  which  I  have  received  has  been  enthusiastically  in  favor 
of  this  legislation.  It  seems  to  me  that  the  overwhelming  support  for  this 
measure  evidenced  by  those  who  are  familiar  with  credit-union  needs  is  the  most 
effective  testimony  as  to  the  necessity  for  its  passage.  Consequently,  I  urge 
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the  subeommittte  to  approve  this  needed  progressive  legislation  in  the  interests 
of  cooperative  saving  and  loaning  facilities  for  these  most  representative  citizens 
of  America,  the  membership  of  the  credit  unions  of  the  United  States. 

Mr.  Patman.  I  assume  this  is  all  the  testimony  we  have  on  this 
bill  that  we  have  been  requested  to  hear. 

A  number  of  members  have  sought  an  opportunity  to  appear  and 
testify  wdio  were  unable  to  do  so  because  of  conflicts  in  their  own 
committee  hearings,  but  they  are  going  to  file  statements  for  the 
record.  Without  objection,  those  statements  will  be  made  part  of 
the  record,  along  with  such  other  material  which  they  may  present 
that  may  be  pertinent  to  this  inquiry. 

Is  there  anything  else,  gentlemen,  before  we  close  the  hearings? 

Mr.  Burke.  Mr.  Chairman,  I  would  like  to  say  one  thing  about  the 
statement  of  Mr.  Gannon  with  regard  to  the  matter  of  sufficiency  of 
FHA  and  GI  loans  as  collateral  for  credit-union  loans.  In  Mas¬ 
sachusetts  they  think  a  GI  loan  is  satisfactory  collateral.  If  you  take 
a  $12,000  mortgage  and  the  Government  guarantees  that  mortgage 
up  to  $7,500  and  the  GI  puts  down  10  percent  which  can  be  classified 
as  collateral,  plus  the  fact  that  they  have  control  over  that  property, 
we  think  that  that  should  be  classified  as  A  1  collateral. 

Mr.  Patman.  Anything  else,  gentlemen? 

(Additional  statements  referred  to  above  follow:) 

STATEMENT  OF  HON.  EDITH  GREEN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OREGON 

Mrs.  Green.  Mr.  Chairman,  members  of  the  committee,  I  deeply 
appreciate  this  opportunity  to  appear  before  you  in  support  of  H.R. 
5777.  I  do  not  pose  as  an  expert  on  the  technical  problems  confront¬ 
ing  the  credit-union  movement  in  this  Nation,  but  I  am  fortunate  in 
having  an  expert  to  whom  I  can  refer.  Among  my  most  distinguished 
constituents  is  Dr.  E.  Dean  Anderson,  a  member  of  the  faculty  of 
Portland  State  College  and  a  leader  in  credit-union  activities  in  my 
State.  Dr.  Anderson  is  a  director  and  past  president  of  the  Oregon 
Credit  Union  League  and  is  currently  a  national  director  representing 
Oregon  and  vice  president  of  the  Credit  Union  National  Association. 
I  am  honored  to  be  able  to  present  to  this  committee,  for  inclusion 
in  the  printed  record  of  these  hearings,  the  following  statement  pre¬ 
pared  by  Dr.  Dean  Anderson : 

Credit  unions  exist  to  fill  two  basic  economic  needs :  the  need  for 
reasonable  credit  at  reasonable  interest  rates;  and  the  need  to  stimu¬ 
late  thrift.  In  the  25  years  that  the  Federal  Credit  Union  Act  has 
been  in  operation,  thousands  of  credit  unions  have  been  organized 
under  its  provisions,  and  hundreds  of  thousands  of  Americans  have 
thereby  been  able  to  satisfy  their  economic  needs. 

However,  times  change  and  25  years  of  experience  indicate  desir¬ 
able  modifications  in  the  act  to  enable  credit  unions  to  perform  their 
services  more  efficiently  for  more  people.  H.R.  5777  proposes  several 
amendments  to  the  Federal  act,  which  credit-union  people  believe  are 
justified  on  the  basis  of  this  experience. 

One  of  the  most  important  of  the  proposed  changes  is  that  which 
will  authorize  the  formation  of  Federal  central  credit  unions.  Es¬ 
sentially  this  proposal  will,  on  a  modest  scale,  apply  the  Federal 
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revenue  concept  to  credit  unions.  This  change  will  provide  a  much- 
needed  reservoir  of  credit-union  funds. 

Another  amendment  proposes  to  increase  the  loan  limit  from  3  to 
5  years.  Credit  needs  have  changed  over  the  years,  and  a  5-year 
limit  will  enable  credit  unions  to  meet  many  more  needs  today  than 
is  possible  under  the  old  time  limit. 

The  great  use  of  checks  which  characterizes  business  activity  today 
has  thrown  added  costs  on  the  credit  union — which  to  do  business 
must  cash  checks  for  its  members.  Yet  without  the  proposed  change 
to  permit  a  reasonable  fee  for  cashing  or  selling  checks,  credit  unions 
will  be  unable  to  meet  the  actual  costs  of  providing  this  service. 

As  is  the  case  in  the  proposals  so  far  mentioned,  three  other  amend¬ 
ments  will  increase  the  credit  union’s  efficiency,  and  will  enable  mem¬ 
bers  to  have  their  needs  met  promptly  and  more  fully : 

A  membership  chairman,  acountable  to  the  board  of  directors,  will 
close  the  present  time  gap  which  keeps  people  waiting  to  become 
members. 

A  loan  officer  will  offset  the  present  difficulties  encountered  by  many 
credit  committees  (whose  members  are  often  widespread),  yet  will  be 
adequately  controlled  by  the  credit  union’s  basic  policies. 

Declaration  of  the  dividend  by  the  board  of  directors  rather  than 
the  general  membership  will  center  responsibility  for  this  important 
decision  directly  on  the  board,  whose  members  have  the  full  knowl¬ 
edge  of  credit-union  operations  necessary  to  a  sound  decision. 

In  short,  the  changes  proposed  in  H.R.  5777  are  well  thought  out, 
they  are  within  the  spirit  of  the  original  act,  they  will  enable  Federal 
credit  unions  to  offer  in  their  second  25  years  even  greater  sendee  to 
many  additional  American  workers  and  families. 

I  urge  the  adoption  of  the  bill. 

STATEMENT  OF  HON.  HUGH  J.  ADD0NIZI0,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  JERSEY 

Mr.  Addonizio.  Mr.  Chairman  and  members  of  the  committee,  it 
was  a  pleasure  to  join  in  sponsoring  legislation  to  amend  and  recodify 
the  Federal  Credit  Union  Act.  My  bill,  H.R.  6089,  is  identical  to 
those  introduced  by  several  distinguished  colleagues,  and  there  is  no 
need  to  go  into  detail  concerning  its  provisions. 

This  year  marks  the  silver  anniversary  of  the  enactment  of  the 
Federal  Credit  Union  Act.  A  proper  way  to  celebrate  it  is  to  make 
the  changes  that  experience  has  demonstrated  are  necessary  and  de¬ 
sirable.  The  soundness  of  credit  unions  has  been  firmly  established, 
and  it  is  essential  that  the  act  be  revised  to  bring  it  into  line  with 
current  realities.  Credit  unions  perform  their  duties  most  compe¬ 
tently,  and  the  proposed  changes  would  enable  them  to  improve  some 
of  their  methods  of  operation.  The  changes  have  the  universal  sup¬ 
port  of  the  credit  unions,  and  I  believe  Congress  would  be  amiss  in  not 
approving  them  promptly.  I  hope  that  this  needed  and  deserving 
legislation  will  be  speedily  enacted. 

The  New  Jersey  credit  unions  and  the  other  unions  throughout  the 
country  are  a  valuable  social  institution.  Numerous  tangible  and 
intangible  values  derive  from  their  operations,  not  only  to  their  mil¬ 
lions  of  members  but  to  society  as  a  whole.  Credit  unions  inculcate  a 
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spirit  of  thrift  and  self-reliance,  and  have  enabled  families  of  modest 
means  to  weather  financial  problems  that  could  otherwise  have  resulted 
in  dire  misery  and  chaos.  Credit  unions  represent  democracy  at  its 
best.  In  our  complex  modern  society,  it  is  important  that  we  en¬ 
courage  the  program  of  mutual  self-help  and  neighborly  concern 
embodied  in  this  system. 

Thank  you. 

STATEMENT  OF  HON.  WILLIAM  H.  MEYER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  VERMONT 

Mr.  Meyer.  Mr.  Chairman,  I  appreciate  this  opportunity  to  appear 
before  this  subcommittee  to  speak  in  support  of  II. R.  5777  and  related 
bills. 

The  credit  union  movement,  which  this  year  is  celebrating  the  50th 
anniversary  of  the  establishment  of  the  first  credit  union  in  the  United 
States,  and  the  25th  anniversary  of  the  Federal  Credit  Union  Act,  is 
an  outstanding  example  of  democracy.  Money  saved  and  borrowed 
in  the  credit  union  is  furnished  by  members,  and  controlled  by  mem¬ 
bers,  on  a  truly  democratic  basis. 

Since  the  inception  of  cooperative  ventures  under  the  Rochdale 
principles,  composed  in  1844  by  a  small  group  of  English  weavers,  co¬ 
operatives  have  grown  in  number,  variety,  and  quality.  In  the  25 
years  since  the  Federal  Credit  Union  Act,  the  number  of  credit  unions 
in  the  United  States  has  increased  ninefold.  Membership  has  in¬ 
creased  accordingly;  in  my  own  State  of  Vermont  credit-union  mem¬ 
bership  is  in  excess  of  13,000.  As  you  are  aware,  these  financial 
institutions  now  have  assets  of  almost  $4  billion.  This  growth  in 
number  and  in  value  is  indicative  of  the  significant  role  played  by 
these  institutions.  Numerous  individuals  and  families  have  been 
helped  by  these  cooperative  ventures  in  saving  and  consumer  finance. 

Small  loans  at  low  rates  of  interest  have  meant  financial  support 
in  time  of  need  to  many  members.  The  provident  and  productive 
purposes  for  which  these  loans  are  granted  have  been  purposes  which 
contribute  to  the  economic  well-being  of  a  substantial  segment  of  our 
population. 

The  Federal  Credit  Union  Act  is  a  measure  which  contributes  to  the 
general  well-being  of  our  American  families  and  at  the  same  time 
serves  as  a  stimulant  to  the  Nation’s  economy.  I  believe  that  it  is  im¬ 
portant  that  Congress  do  whatever  we  can  to  insure  the  perpetuation 
of  these  groups. 

The  several  proposed  bills  on  which  the  committee  is  now  holding 
hearings  contain  provisions  which  would  bring  the  governing  statute 
up  to  date  with  our  changing  times,  and  would,  I  believe,  enable  the 
credit  unions  to  serve  their  members  more  effectively.  The  increase 
in  loan  maturities  from  3  to  5  years  is  in  keeping  with  the  general  trend 
toward  longer  maturities;  the  increase  in  the  unsecured  loan  limit  is 
also  in  line  with  current  business  practice.  The  provision  for  invest¬ 
ment  by  Federal  credit  unions  in  the  shares  of  central  credit  unions 
would  facilitate  flexibility  of  operation;  State  credit  union  laws  al¬ 
ready  permit  this  arrangement  in  most  instances. 

As  to  borrowing  by  officers,  as  long  as  adequate  safeguards  are 
established,  loans  in  excess  of  the  amount  in  the  officer’s  share  ac- 
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count  seems  a  practical  provision.  Since  many  credit  union  loan  ap¬ 
plications  originate  because  of  emergencies,  delegation  of  loan  au¬ 
thority  is  a  step  forward  in  facilitating  rapid  handling  of  applications. 

I  believe  that  legislation  to  modernize  the  Federal  Credit  Union 
Act,  bringing  it  up  to  date  with  the  rapid  changes  which  have  been  oc- 
curing  in  our  economy,  is  important.  The  successful  operation  of 
these  financial  institutions  depends  upon  adequate  statuatory  provi¬ 
sions.  Their  contribution  to  the  wise  use  of  individual  resources,  and 
their  consideration  of  individual  dignity  are  true  exemplifications  of 
the  principles  upon  which  this  country  was  founded. 

STATEMENT  OF  HON.  LEONARD  FARBSTEIN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Farbstein.  Mr.  Chairman,  I  should  like  to  take  this  opportu¬ 
nity  to  submit  to  this  committee  a  statement  in  support  of  the  pending 
legislation  to  amend  the  Federal  Credit  Union  Act.  As  you  know,  I 
introduced  one  of  the  bills  to  effect  certain  changes  in  this  law,  be¬ 
lieving  as  I  did  that  these  would  be  constructive  amendments  and 
would  afford  those  credit  unions  operating  under  Federal  charter 
the  opportunity  to  better  serve  their  members. 

Today  there  are  more  than  9,000  credit  unions  operating  under  the 
Federal  Credit  Union  Act,  with  a  total  membership  of  over  5,200,000 
persons.  In  New  York  there  are  851  federally  chartered  credit  unions 
with  a  combined  membership  of  446,354. 

Credit  unions  are  formed  within  specific  groups  of  people,  who 
have  a  common  bond  of  interest  such  as  occupation,  association,  or 
acquaintanceship.  While  employment  by  the  same  company  or  or¬ 
ganization  is  the  most  common  basis  for  credit  union  organization, 
there  are  also  many  credit  unions  serving  members  of  professional, 
fraternal,  and  church  groups.  The  plan  works  well  where  there  is  a 
mutual  bond  of  interest  and  a  need  for  the  thrift  and  credit  service  a 
credit  union  can  render.  And  those  are  needs  the  average  working 
man  has. 

In  my  area  there  are  various  types  of  credit  unions.  We  have  such 
in  industry,  for  occupational  groups,  for  members  of  fraternal  orders, 
church  groups,  and  others.  The  proposed  amendments,  if  enacted, 
would  afford  Federal  credit  unions  an  opportunity  to  improve  their 
service  to  members. 

A  few  specific  instances  may  be  mentioned.  For  example,  the 
provision  for  the  appointment  of  a  loan  officer  by  the  credit  com¬ 
mittee  to  approve  loans  up  to  the  unsecured  limit,  or  otherwise  if 
they  are  fully  secured  by  shares,  would  enhance  the  service  to  bor¬ 
rowers.  The  law  now  requires  that  all  applications  for  loans  must 
be  approved  by  the  credit  committee  in  a  meeting  called  for  the  pur¬ 
pose.  If  routine  loans,  either  up  to  the  unsecured  loan  limit  or 
those  fully  secured  by  shares  when  larger  than  the  unsecured  limit, 
could  be  handled  by  a  loan  officer  it  would  relieve  the  credit  com¬ 
mittee  to  that  extent  and  give  more  prompt  service  to  members. 

I  believe  it  would  be  advantageous  to  Federal  credit  union  mem¬ 
bers  to  have  the  loan  maturity  limit  raised  from  that  of  3  years,  as  is 
presently  provided,  to  a  maximum  of  5  years.  This  would  be  per¬ 
missive,  of  course,  but  if  granted  this  change  could  be  made  use  of 
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under  circumstances  where  a  member  wants  to  consolidate  indebted¬ 
ness,  or  make  home  improvement  loans,  or  otherwise  needs  a  loan 
larger  than  he  can  repay  within  the  present  time  limit. 

Among  the  various  constructive  proposals,  another  significant  one 
is  that  to  authorize  the  formation  of  Federal  central  credit  unions 
and  to  permit  federally  chartered  credit  unions  to  invest  in  central 
credit  unions.  This  privilege  would  enable  credit  unions  operating 
under  the  Federal  Credit  Union  Act  to  use  surplus  funds  through  a 
central  credit  union  for  the  benefit  of  other  credit  unions  and  credit 
union  directors  and  committeemen. 

I  should  like  to  again  say  that  I  support  all  the  provisions  of  the 
proposed  legislation,  and  I  hope  the  committee  may  see  fit  to  approve 
them. 

STATEMENT  OF  HON.  LEONARD  G.  WOLF,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  IOWA 

Mr.  Wolf.  Mr.  Chairman,  I  take  this  opportunity  to  express  my 
support  of  H.R.  5777  and  related  bills,  to  amend  the  Federal  Credit 
Union  Act,  now  being  considered  by  this  subcommittee. 

In  my  home  State  there  are  more  than  300  credit  unions  presently 
in  operation,  serving  more  than  100,000  members.  However,  only  a 
few  of  these  Iowa  credit  unions  are  chartered  under  Federal  law. 
One  of  the  primary  reasons  the  credit  unions  in  my  area  prefer  to  be 
chartered  and  operate  under  the  laws  of  the  State  of  Iowa  is  that 
these  statutes  are  far  less  restrictive  than  the  Federal  credit  union 
law,  and  allow  State-chartered  credit  unions  to  operate  in  my  area 
with  more  flexibility.  For  instance,  the  State  law  imposes  no  signa¬ 
ture  loan  limitation  on  credit  unions  chartered  under  the  Iowa  laws. 
Such  limitation  is  left  to  the  discretion  of  the  board  of  directors  of 
each  credit  union.  Also,  the  laws  of  the  State  do  not  specify  any 
limitation  on  loan  maturities,  except  in  the  case  of  real  estate  loans, 
in  which  case  the  loan  maturity  limit  is  10  years.  These  State- 
chartered  credit  unions  are  providing  invaluable  services  to  the  peo¬ 
ple  of  my  district.  Certainly  the  Federal  act  should  be  amended  to 
increase  the  signature  loan  limitation  from  $400  to  $1,000  and  to  in¬ 
crease  the  loan  maturity  limit  from  3  to  5  years. 

To  my  way  of  thinking  this  legislation  is  long  overdue.  We  are  all 
aware  of  the  numerous  changes  which  have  been  taking  place  through¬ 
out  the  economy  during  the  past  several  years — interest  rates  have  been 
rising,  the  purchasing  power  of  the  dollar  has  been  decreasing,  con¬ 
sumer  credit  has  been  on  an  upward  trend  as  more  and  more  consumer 
goods  become  available  and  more  and  more  American  families  seek 
to  improve  their  standard  of  living.  There  has  been  a  steady  growth 
in  the  number  of  American  families  who  can  afford  at  least  some  of 
the  comforts  once  associated  with  the  highest  positions  in  society. 
The  credit  unions  have  contributed  their  fair  share  toward  this  in¬ 
creased  number.  This  cooperative  movement  is  truly  a  “grassroots” 
program.  People  in  all  walks  of  life — in  schools,  churches,  manu¬ 
facturing,  and  in  many  occupations  have  had  their  needs  and  desires 
met  through  credit  union  loans  and  savings. 

We  are  today  faced  with  the  necessity  for  formulating  some  sound 
methods  for  guiding  the  continued  growth  of  our  economy  at  a  rate 
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which  will  assure  an  adequate  supply  of  goods  and  services  at  reason¬ 
able  prices  while  at  the  same  time  preventing  inflation.  The  accom¬ 
plishment  of  this  goal  of  economic  stability  depends  upon  the  assistance 
of  all  segments  of  the  economy— the  lenders,  the  industrial  producers, 
the  farmers,  the  distributors,  the  small  businesses  and  the  large.  The 
modernization  of  Federal  credit  union  legislation  can  do  much  to  as¬ 
sist  in  this  endeavor,  by  facilitating  the  efficient  operation  of  the  in¬ 
dividual  credit  unions.  At  the  same  time,  an  increased  supply  of 
loan  funds  would  be  made  available  for  the  “provident  and  productive 
purposes”  of  low-  and  middle-income  families  and  individuals.  The 
“self-help”  quality  of  these  institutions  is  a  refreshing  and  welcome 
part  of  the  economic  and  social  scene. 

During  the  25  years  of  Federal  credit  unions,  and  the  even  longer 
period  in  which  some  of  the  State  credit  unions  have  operated,  these 
financial  institutions  have  performed  a  much-needed  service.  It  is 
because  of  the  real  need  for  the  services  of  these  institutions  that  they 
have  achieved  such  an  enviable  record  of  growth,  both  in  membership 
and  assets.  Perhaps  the  most  important  factor  accounting  for  this 
tremendous  growth  is  the  credit  union’s  willingness  to  make  loans  to 
individuals  for  purposes  which  would  not  be  acceptable  to  most  other 
lenders — and  at  interest  rates  which  are  usually  much  lower  than  the 
interest  charges  required  by  commercial  or  mutual  banks.  In  sum¬ 
mary,  these  groups  have  fostered  and  encouraged  thrift  through  regu¬ 
lated  savings  and  prudent  economic  management  of  individual  credit 
and  financial  resources.  Such  purposes  must  he  served  if  we  are  to 
maintain  a  healthy  economy  which  meets  the  needs  of  all  levels  of  our 
population. 

In  view  of  the  rapid  changes  which  have  been  occurring  in  our 
economy,  it  is  expedient  that  revisions  be  made  in  the  structure  of 
credit  union  operations,  such  as  those  contained  in  H.R.  5777.  The 
losses  suffered  on  unsecured  loans  made  by  credit  unions  have  not 
been  out  of  line  with  those  of  other  financial  institutions.  Therefore, 
an  increase  in  the  unsecured  loan  maximum  from  $400  to  $1,000  is 
warranted,  and  not  unduly  risky.  Likewise,  I  believe  that  investment 
in  shares  of  central  credit  unions  does  not  carry  with  it  any  undue 
risk.  Rather,  it  will  provide  additional  dividend  income  and  will 
make  funds  available  where  they  are  most  in  demand,  following  the 
natural  economic  course  of  resources  flowing  into  areas  where  they 
can  he  the  most  productive. 

Still  another  important  proposal  made  by  H.R.  5777  is  the  extension 
of  loan  maturities  from  3  to  5  years.  This  lengthening  of  the  period 
of  time  within  which  loans  may  be  repaid  is  in  keeping  with  extended 
periods  for  home  mortgage  repayments  and  other  consumer  install¬ 
ment  purchases. 

All  of  these  provisions  upon  which  I  have  touched,  and  others  con¬ 
tained  in  the  proposed  legislation,  will  facilitate  more  adequate  serv¬ 
icing  of  the  credit  needs  of  millions  of  individuals.  IVe  would  be 
remiss  in  our  duty  if  we  did  not  furnish  these  credit  cooperatives  with 
all  the  assistance  which  can  be  made  available  through  the  revision  of 
the  Federal  statute  to  bring  its  provisions  in  line  with  the  changing 
times.  There  is  no  question  with  regard  to  the  Federal  expenditures 
for  these  cooperatives — they  are  self-supporting  entities,  under  the 
general  supervision  of  the  likewise  self-sustaining  bureau  of  the  Fed¬ 
eral  credit  unions.  There  is  no  question,  either,  with  regard  to  the 
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essentiality  of  the  services  rendered  by  these  financial  institutions. 
Approval  of  this  proposed  legislation  will  underscore  our  belief  in  the 
basic  principles  upon  which  our  whole  economic  and  social  structure 
has  been  built — the  perpetuation  of  the  ideals  of  equality  of  man, 
freedom  of  opportunity  and  unselfish  cooperation. 

STATEMENT  OF  HON.  JEFFERY  COHELAN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  SEVENTH  DISTRICT  OF  CALIFORNIA 

Mr.  Cohelan.  Mr.  Chairman,  thank  you  for  the  opportunity  to  state 
my  support  for  your  bill,  H.R.  5777,  and  for  my  own  companion  bill, 

H. R.  7009. 

Of  the  9,539  Federal  credit  unions  in  the  United  States  today,  over 

I, 600  or  more  than  16  percent  are  in  the  State  of  California.  Over  10 
million  families  throughout  the  country  belong  to  these  credit  unions 
and  more  than  1  million  members  live  in  the  State  of  California. 
These  figures — like  those  from  throughout  the  country — reflect  the 
remarkable  degree  to  which  people  of  modest  means  have  responded 
to  the  credit  union  program.  They  make  it  quite  clear  that  the  State 
of  California  has  an  unusually  high  interest  in  credit  unions  and  also 
in  their  improvement. 

Credit  unions  embody  in  the  simplest  manner  a  tenet  of  our  demo¬ 
cratic  tradition,  namely  the  right  of  plain  citizens  to  join  together  for 
mutual  benefit.  The  legislation  here  under  consideration  is  nothing 
more  or  less  than  a  proposal  to  perfect  and  strengthen  this  well-estab¬ 
lished  institution.  It  would  also  increase  loan  amount  limits  and  loan 
terms  to  keep  step  with  inflation  of  the  dollar  which  has  occurred  over 
the  past  25  years  since  the  original  act. 

The  best  argument  for  this  legislation  is  that  it  is  supported  whole¬ 
heartedly  by  those  it  will  affect,  the  members  of  F ederal  credit  unions. 
May  I  cite  several  letters  which  I  have  received  which  show  this  to  be 
true : 

William  T.  Brown,  manager  of  the  Cooperative  Center  Federal 
Credit  Union  in  Berkeley,  Calif.,  writes  as  follows : 

Both  of  these  bills  (H.R.  5777  and  H.R.  3674)  will,  in  the  main,  accomplish 
the  same  purpose.  From  our  viewpoint,  the  important  thing  is  to  provide  the 
increased  services  to  people  which  either  bill  will  permit.  Of  special  importance 
is  increasing  the  loan  maturity  from  3  to  5  years. 

Harry  E.  Trembath,  manager  of  the  East  Bay  Telephone  Employees 
Federal  Credit  Union  in  Oakland,  Calif.,  writes : 

These  bills  *  *  *  will  provide  for  operational  changes  designed  to  improve 
credit  union  services  to  the  millions  of  people  of  moderate  income  who  participate 
in  these  organizations. 

W.  Marvin  Draper,  Jr.,  an  assistant  director  of  the  California  Credit 
Union  League  which  represents  92.4  percent  of  the  credit  unions  in 
the  State  of  California,  writes : 

This  legislation  *  *  *  would  improve  the  operations  of  Federal  credit  unions 
and  their  ability  to  serve  their  members. 

F.  J.  Peyton  of  the  State  Farm  Berkeley  Federal  Credit  Union  in 
Berkeley,  Calif.,  writes : 

Both  of  these  bills  give  support  and  encouragement  to  credit  unions.  It  is 
generally  recognized  that  the  public  has  benefited  from  the  existence  of  credit 
unions  in  every  community. 
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Donald  Anderson,  president  of  the  Los  Angeles  County  Engineers 
Federal  Credit  Union,  writes : 

*  *  *  changes  recommended  are  greatly  needed  to  adjust  Federal  credit  union 
laws  in  keeping  with  present  day  economy  and  activity. 

Mr.  Chairman,  I  urge  that  this  legislation  be  passed. 

Thank  you. 

STATEMENT  OE  HON.  GEORGE  P.  MILLER,  A  REPRESENTATIVE  IN 
CONGRESS  PROM  THE  STATE  OF  CALIFORNIA 

Mr.  Miller.  Mr.  Chairman  and  members  of  the  committee,  three 
of  my  distinguished  colleagues  from  the  State  of  California,  Repre¬ 
sentatives  Clement  Miller,  James  Roosevelt,  and  Jeffery  Cohelan,  have 
introduced  bills  (H.R.  6755,  H.R.  6927,  and  H.R.  7009)  which  are 
before  this  committte  to  amend  the  Federal  Credit  Union  Act.  I  wish 
to  join  my  fellow  Members  of  Congress  in  support  of  these  changes 
proposed  in  the  laws  governing  Federal  credit  unions. 

In  my  home  State  there  are  more  than  1,600  credit  unions  serving 
more  than  1  million  members.  Approximately  900  of  these  credit 
unions  are  chartered  under  the  Federal  Credit  Union  Act.  The 
changes  proposed  in  H.R.  5777  and  the  related  bills  are  designed  to 
allow  Federal  credit  unions  to  serve  their  members  more  effectively 
and  more  efficiently. 

Some  of  the  proposed  amendments  to  the  present  act,  such  as  the 
provision  for  raising  the  signature  loan  limit  from  $400  to  $1,000, 
extending  the  loan  maturity  limit  from  3  to  5  years,  providing  for 
the  chartering  of  Federal  central  credit  unions,  and  permitting  Fed¬ 
eral  credit  unions  and  their  officers  and  committee  members  to  enjoy 
the  full  benefits  of  central  credit  unions,  are  designed  to  directly 
permit  Fderal  credit  unions  to  operate  with  greater  flexibility  and 
to  permit  them  to  serve  their  members  in  a  more  effective  manner. 

Other  amendments  contained  in  the  bills  before  this  committee 
would  indirectly  strengthen  credit  unions  and  permit  them  to  operate 
in  a  more  efficient  manner.  Many  of  these  provisions  permit  badly 
needed  changes  in  the  internal  structure  of  the  operation  of  credit 
unions. 

Other  amendments  are  designed  to  allow  credit  unions  to  enjoy 
benefits  and  privileges  which  have  been  accorded  to  other  institutions 
in  years  past.  Such  provisions  as  permitting  annual  or  semiannual 
dividends,  and  permitting  dividend  credit  on  the  first  5  days  of  the 
month,  are  of  this  nature. 

These  amendments  would  provide  for  the  first  major  revision  of 
the  Federal  Credit  Union  Act  since  its  enactment  25  years  ago.  Many 
of  these  changes  are  long  overdue.  Therefore,  I  pledge  my  support 
for  the  legislation  before  this  committee,  H.R.  5777  and  related  bills 
to  amend  the  Federal  Credit  Union  Act. 

STATEMENT  OF  HON.  ROBERT  W.  KASTENMEIER,  A  REPRESENTA¬ 
TIVE  IN  CONGRESS  FROM  THE  STATE  OF  WISCONSIN 

Mr.  Kastenmeier.  Mr.  Chairman  and  members  of  the  committee,  I 
want  to  thank  you  for  giving  me  this  opportunity  to  register  my  sup- 
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port  of  H.R.  5777  and  related  bills  now  being  considered  which  would 
effect  a  number  of  needed  changes  in  the  Federal  Credit  Union  Act. 

I  represent  the  Second  Congressional  District  of  Wisconsin,  and  in 
the  heart  of  the  most  populous  county  within  my  district  lies  the 
international  headquarters  of  the  organization  which  has  fostered  tho 
growth  of  credit  unions  throughout  the  United  States  and  in  many 
other  countries,  Credit  Union  National  Association. 

In  the  State  of  Wisconsin,  there  are  more  than  700  credit  unions 
serving  more  than  300,000  members,  with  total  assets  in  excess  of  $150 
million.  At  the  end  of  1957,  these  credit  unions  had  loans  outstand¬ 
ing  of  almost  $120  million.  Wisconsin  ranks  eighth  among  the 
States  in  the  number  of  credit  unions  presently  in  operation. 

Although  credit  unions  have  grown  rapidly  in  numbers  in  my 
State  and  are  providing  services  for  so  many  citizens  in  my  area,  only 
a  few  of  these  are  chartered  under  Federal  laws.  Almost  all  of  them 
are  chartered  and  operate  under  the  laws  of  the  State  of  Wisconsin. 

One  reason  for  the  heavy  preponderance  of  State-chartered  credit 
unions  in  my  area  is  that  the  Wisconsin  credit  union  law  is  silent  in 
respect  to  any  provision  restricting  the  length  of  the  loan  maturity 
limit.  In  contrast,  the  present  Federal  law  only  allows  Federal  credit 
unions  to  extend  loans  with  a  maturity  of  3  years.  The  relatively 
modest  change  proposed  in  the  Federal  law  to  extend  this  limitation 
to  a  5-year  loan  maturity  would  enable  Federal  credit  unions  in  my 
area  to  serve  their  members  more  effectively.  This  change  would  also 
bring  the  Federal  law  more  nearly  into  line  with  the  law  of  Wis¬ 
consin  and  many  other  States.  With  this  change,  rural  credit  unions 
could  more  adequately  meet  the  credit  needs  of  farm  families  to  help 
them  purchase  farm  equipment  and  supplies.  Federal  credit  unions 
would  be  able  to  participate  more  actively  in  extending  loans  for 
home  improvement  and  modernization.  Also,  the  increasing  costs 
of  higher  education  have  made  it  necessary  for  many  families  to  seek 
loans  to  finance  the  education  of  their  sons  and  daughters.  Again 
the  extension  in  the  loan  maturity  limit  would  allow  Fedeial  credit 
unions  to  extend  an  increasing  number  of  loans  for  educational  pur¬ 
poses. 

Another  reason  for  the  effective  credit  union  services  available  to 
many  members  in  my  area  is  that  we  have  been  effectively  operating 
a  State-chartered  central  credit  union.  However,  as  this  committee 
is  aware,  the  full  benefits  of  central  credit  unions  are  not  available 
to  federally  chartered  credit  unions  and  their  directors  and  com¬ 
mittee  members.  Th  provisions  in  the  various  bills  before  you  to 
allow  for  the  chartering  of  Federal  central  credit  unions  and  the 
investment  by  Federal  credit  unions  in  central  credit  unions  are 
essential  in  order  that  Federal  credit  unions  may  continue  to  serve 
their  membership  effectively. 

Another  change  in  the  Federal  law  that  is  of  particular  merit  is 
the  proposal  to  increase  the  signature  loan  limitation.  Rising  costs 
of  goods  and  services  and  the  increased  experience  of  Federal  credit 
unions  with  unsecured  loans  warrant  the  proposed  increase  to  $1,000 
in  the  signature  loan  limitation  proposed  in  these  bills. 

Our  mode  of  living  has  changed  considerably  during  the  past  25 
years,  but  the  Federal  Credit  Union  Act  has  remained  the  same — 
except  for  occasional  piecemeal  changes. 
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The  bills  before  you  today  represent  the  first  general  revision  of 
the  Federal  Credit  Union  Act  since  it  was  enacted,  and  I  think  these 
changes  will  do  much  to  modernize  the  Federal  act  so  that  it  might 
more  effectively  and  efficiently  serve  Federal  credit  unions.  There¬ 
fore,  I  urge  you,  the  members  of  this  committee,  to  take  favorable 
action  on  the  legislation  now  before  you. 

New  York  City  Pharmaceutical  Federal  Credit  Union, 

New  York,  N.Y.,  May  6, 1959. 

Re  H.R.  5777. 

Hon.  Wright  Patman, 

House  Office  Building,  Washington,  D.C. 

My  Dear  Congressman  :  The  New  York  City  Pharmaceutical  Federal  Credit 
Union,  of  which  I  have  the  honor  of  being  both  treasurer  and  counsel,  is 
strongly  for  the  passage  of  your  bill,  H.R.  5777,  to  amend  the  Federal  Credit 
Union  Act,  for  the  reasons  which  follow. 

The  membership  of  our  credit  union  consists  of  pharmacists  (and  members 
of  their  families)  who  own  pharmacies  or  live  in  the  city  of  New  York  and  who 
are  members  of  the  Pharmaceutical  Society  of  the  State  of  New  York.  Gen¬ 
erally,  these  members  are  small  businessmen,  the  owners  of  small  neighbor¬ 
hood  pharmacies,  as  distinguished  from  employees  of  a  single  employer. 

Chartered  by  the  Federal  Government  in  1935,  our  credit  union  was  born 
out  of  the  depression  and  chaos  that  existed  in  the  early  1930’s  when  small 
merchants  found  it  difficult  to  find  funds  with  which  to  survive  the  economic 
depression  of  that  era.  Through  the  cooperative  facilities  made  available  by 
the  Federal  Credit  Union  Act  and  with  the  assistance  of  some  of  the  more 
affluent  leaders  of  the  pharmaceutical  profession  in  the  city  of  New  York,  these 
small  pharmacy  owners,  who  could  not  get  financial  assistance  except  at  exorbi¬ 
tant  interest  rates  from  predatory  moneylenders,  were  able  to  help  themselves 
with  dignity  and  economy.  History  has  proven  the  wisdom  of  the  Federal 
Credit  Union  Act  and  the  resultant  outstanding  helpfulness  afforded  by  our 
credit  union. 

As  of  March  31,  1959,  our  credit  union  had  made  a  total  of  1,035  loans  aggre¬ 
gating  $1,207,279.  Our  loss  for  the  entire  period  was  only  $2,052,  approxi¬ 
mately  one-sixth  of  1  percent.  And  these  losses  occurred  only  after  bankruptcy. 
The  honesty  and  good  character  of  pharmacists  have  been  proven,  time  and  time 
again. 

The  theme  of  helpfulness  of  our  credit  union  is  reflected  in  such  facts  as : 

1.  Our  present  rate  of  interest  is  six-tenths  of  1  percent  per  month  on  unpaid 
balances.  Included  in  this  charge  is  loan  protection  insurance,  payable  upon  the 
contingency  of  death  or  total  disability.  The  premium  for  such  insurance  is  65 
cents  per  month  per  $1,000  of  outstanding  loans.  Accordingly,  the  true  interest 
rate  paid  by  our  member-borrowers  is  6.4  percent.  In  dollars  and  cents,  the  actual 
cost  to  a  borrower  for  a  loan  of  $100  payable  in  12  monthly  installments,  in¬ 
cluding  the  insurance  feature  above  referred  to,  is  but  $3.75.  This  sum  is  not 
deducted  in  advance ;  the  borrower  gets  the  full  $100  as  applied  for. 

2.  Up  until  a  few  years  ago  our  interest  rate  was  higher.  Initially,  it  had  been 
1  percent  a  month  on  unpaid  balances ;  then  three-fourths  of  1  percent  a  month ; 
and  now,  as  above  stated,  it  is  six-tenths  of  1  percent  a  month,  inclusive  of 
insurance.  At  the  time  of  each  reduction  in  interest  rate,  the  proposition  as  to 
whether  the  rate  of  interest  should  be  reduced  or  whether  the  dividend  rate  to 
membership  should  be  increased,  was  put  before  the  membership  and  the  board 
of  directors.  Without  hesitation,  the  answer  on  each  of  these  occasions  was : 
“Our  organization  is  for  the  purpose  of  helping  our  fellow  pharmacists  and  not 
for  a  personal  gain ;  hence,  the  cost  of  a  loan  to  the  borrower  should  be 
reduced.” 

Under  these  circumstances  and  in  the  light  of  our  experience,  we  are  con¬ 
vinced  that  the  integrity  and  honesty  of  our  members,  as  a  class,  is  such  that  they 
may  be  entrusted  with  a  loan  of  $1,000  on  their  own  signature,  that  is,  without 
the  need  of  putting  up  any  collateral. 

We  also  believe  that  it  would  be  in  the  best  interests  of  the  citizenry  and 
economy  of  our  Nation  that  all  the  other  amendments  as  contained  in  H.R.  5777 
be  passed. 
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You  may  be  assured  that  the  New  York  City  Pharmaceutical  Federal  Credit 
Union  appreciates  very  much  your  initiative  in  presenting  H.R.  5777,  and  will 
be  grateful  to  you  and  to  all  in  the  Congress  who  cooperate  with  you  in  supporting 
this  bill  and  having  same  passed. 

Respectfully  yours, 

Charles  Hubert. 

Mr.  Patman.  The  committee  will  stand  in  recess  to  meet  again  at 
the  call  of  the  Chair  and  the  hearings  on  these  bills  are  closed. 

(At  11  a.m.  the  committee  was  in  recess  subject  to  the  call  of  the 
Chair,  and  hearings  on  these  bills  were  closed.) 
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FEDERAL  CREDIT  UNION  ACT 


FRIDAY,  AUGUST  21,  1959 

U.S.  Senate, 

Committee  on  Banking  and  Currency, 

W ashington,  D.O. 

The  committee  met,  pursuant  to  call,  in  room  5302,  New  Senate 
Office  Building,  at  10:35  a.m.,  Senator  A.  Willis  Robertson  (chair¬ 
man)  presiding. 

Present  :  Senators  Robertson,  Frear,  Clark,  Proxmire,  Williams, 
Muskie,  Bennett,  Bush,  Beall. 

The  Chairman.  The  committee  will  please  come  to  order. 

The  Senate  Banking  and  Currency  Committee  is  holding  hearings 
this  morning  on  H.R.  8305,  S.  1786,  and  S.  1985,  bills  revising  the 
Federal  Credit  Union  Act.  We  have  scheduled  hearings  only  for 
today  with  the  thought  that  it  may  be  possible  during  today’s  hearing 
to  develop  the  full  facts  with  respect  to  the  legislation  which  may 
be  needed  without  the  need  of  further  extended  hearings  which  might 
make  it  impossible  to  obtain  any  legislation  during  this  session  of 
Congress. 

The  Federal  Credit  Union  Act  was  passed  25  years  ago,  in  1934, 
and,  incidentally,  it  had  my  support  when  that  bill  passed  the  House. 
Today  there  are  more  than  9,000  Federal  credit  unions  operating  in 
the  United  States,  with  a  membership  of  over  5  million  and  with 
assets  of  more  than  $2  billion.  The  Federal  Credit  Union  Act  has 
not  been  generally  revised  and  modernized  since  its  original  enact¬ 
ment,  except  that  the  limit  on  loans  has  been  increased  from  time  to 
time.  In  1949,  for  instance,  the  limit  for  unsecured  loans  was  raised 
to  $400.  In  my  Financial  Institutions  Act  of  1957,  we  took  testimony 
concerning  the  Federal  credit  unions.  We  knew  how  successfully 
they  were  operating  in  Virginia.  There  was  a  very  high  regard  for 
the  movement  both  among  employees  and  among  workers  generally. 
I  also  recommended  to  this  committee  at  that  time  in  1957  that  we 
increase  the  limit  to  $500.  That  was  put  in  that  bill  and  supported 
by  this  committee,  and  approved  by  the  Senate ;  but  that  bill,  as  you 
know,  failed  on  the  House  side. 

The  committee  has,  however,  the  benefit  of  the  revision  proposed 
in  the  Financial  Institutions  Act  of  1957,  and  the  hearings  held  on 
it  and  the  comments  made  about  it  at  that  time. 

The  committee  has  received  comments  on  the  bill  from  several  Fed¬ 
eral  agencies.  Without  objection,  the  bills  and  these  comments  will 
be  inserted  in  the  record  at  this  point. 
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(The  bills  and  reports  referred  to  follow :) 

[S.  1786,  86th  Cong.,  1st  sess.] 

A  BILL  To  amend  the  Federal  Credit  Union  Act 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled.  That  (a)  section  2  of  the  Federal  Credit 
Union  Act  (12  U.S.C.  1752)  is  amended  to  read  as  follows : 

“definitions 


“Sec.  2.  As  used  in  this  Act — 

“(1)  The  term  ‘Federal  credit  union’  means  a  cooperative  association  or¬ 
ganized  in  accordance  with  the  provisions  of  this  Act  for  the  purpose  of  pro¬ 
moting  thrift  among  its  members  and  creating  a  source  of  credit  for  provident 
or  productive  purposes,  and  includes  a  cooperative  association  (hereinafter 
called  a  ‘Federal  central  credit  union’)  whose  members  are  Federal  credit 
unions  and  credit  unions  organized  in  accordance  with  the  provisions  of  law 
of  any  State,  the  District  of  Columbia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto 
Rico,  and  located  within  a  well-defined  geographical  area,  and  whose  members 
may  also  be  directors  and  members  of  the  supervisory  and  credit  committees  of 
such  credit  unions ; 

“(2)  The  term  ‘Bureau’  means  the  Bureau  of  Federal  Credit  Unions; 

“(3)  The  term  ‘Director’  means  the  Director  of  the  Bureau  of  Federal  Credit 
Unions.” 

(b)  The  first  sentence  of  section  3  of  such  Act  (12  U.S.C.  1753)  is  amended 
by  striking  out  “natural”. 

(c)  Section  7(7)  of  such  Act  (12  U.S.C.  1757(7))  is  amended  by  striking 

out  “or”  after  “(d)”,  and  by  striking  out  the  final  period  and  inserting  in 
lieu  thereof  the  following:  or  (e)  in  shares  of  Federal  central  credit  unions 

and  in  shares  or  accounts  of  other  central  credit  unions.  Payments  to,  and 
withdrawals  from,  such  central  credit  unions  by  a  Federal  credit  union  must 
be  specifically  authorized  by  the  board  of  directors  of  such  Federal  credit 
union.” 

(d)  Section  9  of  such  Act  (12  U.S.C.  1759)  is  amended — 

(1)  by  inserting  after  “except  that”  in  the  first  sentence  the  following: 
“,  other  than  as  provided  in  section  2(1)  with  respect  to  Federal  central 
credit  unions,” ;  and 

(2)  by  inserting  immediately  after  the  first  sentence  the  following  new 
sentence:  “A  Federal  credit  union  may,  by  authorization  of  its  board  of 
directors,  become  a  subscriber  to,  or  organizer  or  member  of,  a  Federal  cen¬ 
tral  credit  union  or  other  central  credit  union.” 

(e)  Section  10  of  such  Act  (12  U.S.C.  1760)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentences :  “Federal  credit  unions  having  member¬ 
ship  in  a  central  credit  union  may  be  represented  at  annual  or  special  meetings 
of  the  central  credit  union  by  one  member  duly  authorized  by  the  board  of  di¬ 
rectors  of  the  member  Federal  credit  union.  To  the  extent  permitted  by  the 
articles  or  certificate  of  incorporation  or  bylaws  of  the  central  credit  union, 
such  representative  shall  have  one  vote  and  shall  be  eligible  for  office  in  the 
central  credit  union  the  same  as  though  he  were  a  member  as  an  individual  of 
such  credit  union.” 

(f)  The  next  to  last  sentence  of  section  11(d)  of  such  Act  (12  U.S.C.  1761 
(d))  is  amended  by  inserting  except  in  the  case  of  a  loan  by  a  Federal 
central  credit  union  to  a  member  credit  union,”  after  “No  loan  shall  be  made 
to  any  member”. 

Sec.  2.  Section  7(5)  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1757(5)) 
is  amended  by  striking  out  “maturities  not  exceeding  three  years”  and  insert¬ 
ing  in  lieu  thereof  “maturities  not  exceeding  five  years”. 

Sec.  3.  (a)  The  proviso  in  the  first  sentence  of  section  7(5)  of  the  Federal 
Credit  Union  Act  (12  U.S.C.  1757(5))  is  amended  to  read  as  follows:  “:  Pro¬ 
vided,  That  no  loans  to  a  director  or  member  of  the  supervisory  or  credit  com¬ 
mittee  shall  exceed  the  amount  of  his  holdings  in  the  Federal  credit  union  as 
represented  by  shares  thereof  plus  the  total  unencumbered  and  unpledged 
shareholdings  in  the  Federal  credit  union  of  any  member  pledged  as  security  for 
the  obligation  of  such  director  or  committee  member”. 
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(b)  The  second  sentence  of  such  section  7(5)  is  amended  to  read  as  follows: 
“No  director  or  member  of  the  supervisory  or  credit  committee  shall  endorse 
for  borrowers.” 

Sec.  4.  Section  7  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1757)  is  further 
amended  by  redesignating  paragraph  (12)  as  paragraph  (13),  and  by  adding 
after  paragraph  (11)  the  following  new  paragraph : 

“(12)  To  charge  members  and  individuals  eligible  to  become  members  a 
reasonable  fee  for  cashing  or  selling  checks,  not  to  exceed  the  direct  and  in¬ 
direct  costs  incident  to  providing  such  service.” 

Sec.  5.  (a)  Section  11(a)  (except  the  heading)  of  the  Federal  Credit  Union 
Act  (12  U.S.C.  1761(a) )  is  amended  to  read  as  follows: 

“(a)  The  business  affairs  of  a  Federal  credit  union  shall  be  managed  by  a 
board  of  not  less  than  five  directors,  and  a  credit  committee  of  not  less  than 
three  members,  all  to  be  elected  at  the  annual  members’  meeting  by  and  from  the 
members  ( which,  in  the  case  of  Federal  central  credit  unions,  shall  be  deemed  to 
include  the  duly  authorized  representatives  of  the  member  credit  unions),  and 
by  a  supervisory  committee  of  three  members,  one  of  whom  may  be  a  director 
other  than  the  treasurer,  to  be  appointed  by  the  president  from  the  membership 
promptly  following  the  annual  meeting,  subject  to  ratification  by  the  board  at  its 
next  meeting.  If  the  board  fails  to  ratify  the  appointment  of  any  member  of 
the  supervisory  committee,  the  term  of  such  member  shall  thereupon  cease,  and 
the  president  shall  immediately  appoint  a  replacement,  subject  to  ratification 
by  the  board  at  its  next  succeeding  meeting.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as  original  appoint¬ 
ments  to  such  committee.  All  members  of  the  board  and  of  such  committees  shall 
hold  office  for  such  terms,  respectively,  as  the  bylaws  may  provide.  A  record 
of  the  names  and  addresses  of  the  members  of  the  board  and  such  committees 
and  officers  shall  be  filed  with  the  Bureau  within  ten  days  after  their  election  or 
appointment.  No  member  of  the  board  or  of  either  such  committee  shall,  as 
such,  be  compensated.” 

(b)  Section  11(e)  of  such  Act  (12  U.S.C.  1761(e))  is  amended  by  striking 
out  the  second  sentence  and  inserting  in  lieu  thereof  the  following :  “Any  and 
all  members  of  the  supervisory  committee  may  be  suspended  by  the  president 
subject  to  tbe  approval  of  the  board  of  directors,  or  by  the  board  of  directors 
subject  to  the  approval  of  the  members.  In  the  latter  case,  a  members’  meeting 
to  act  upon  such  suspension  shall  be  held  within  seven  days  thereof.  The 
board  of  directors  or  the  members,  as  the  case  may  be,  shall  decide  whether  the 
suspended  committee  member  shall  be  removed  from  or  restored  to  the  supervisory 
committee  ** 

Sec.  6.  Section  11(b)  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1761(b))  is 
amended  by  striking  out  the  first  two  sentences  and  inserting  in  lieu  thereof  the 
following :  “At  their  first  meeting  after  the  annual  meeting  of  the  members,  the 
directors  shall  elect  from  their  number  a  president,  one  or  more  vice  presidents, 
a  secretary,  and  a  treasurer,  who  shall  be  the  executive  officers  of  the  corpora¬ 
tion.  No  executive  officer,  except  the  treasurer,  shall  be  compensated  as  such. 
The  offices  of  secretary  and  treasurer  may  be  held  by  the  same  person.” 

Sec.  7.  (a)  Section  11(c)  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1761(c) ) 
is  anmended  by  striking  out  “they  shall  act  upon  applications  for  membership” 
and  inserting  in  lieu  thereof  the  following :  “they  shall  act  upon  applications  for 
membership  directly  or  shall  appoint  from  among  the  members  of  the  credit 
union  (other  than  the  treasurer  or  an  assistant  treasurer)  a  membership  chair¬ 
man  who  shall  be  authorized  to  act  upon  such  applications  for  membership  as  the 
board  may  prescribe  and  who  shall  submit  to  the  board  at  each  monthly  meeting 
a  list  of  applications  for  membership  received  since  the  previous  monthly  meet¬ 
ing,  together  with  such  other  information  as  may  be  required  by  the  bylaws  or 
the  board”. 

(b)  Section  11(c)  of  such  Act  is  further  amended  by  striking  out  “and,  sub¬ 
ject”  and  inserting  in  lieu  thereof  “subject”,  and  by  inserting  before  the  period 
at  the  end  thereof  the  following :  “ ;  and  provide  for  compensation  of  necessary 
clerical  and  auditing  assistance  requested  by  the  supervisory  committee,  and  of 
loan  officers  appointed  by  the  credit  committee”. 

Sec.  8.  (a)  Section  11(d)  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1761(d) ) 
is  amended  by  striking  out  the  second  sentence  and  inserting  in  lieu  thereof  the 
following:  “No  loan  shall  be  made  unless  approved  by  a  majority  of  the  entire 
committee  and  by  all  members  of  the  committee  who  are  present  at  the  meeting 
at  which  the  application  is  considered :  Provided,  That  the  credit  committee 
may  appoint  one  or  more  loan  officers,  and  delegate  to  him  or  them  powers  to 
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approve  loans  up  to  the  unsecured  limit  or  in  excess  of  such  limit  if  such  excesses 
is  fully  secured  by  unpledged  shares.  Each  loan  officer  shall  furnish  to  the 
credit  committee  a  record  of  each  loan  approved  or  not  approved  by  him  within 
seven  days  of  the  date  of  the  filing  of  the  application  therefor.  All  loans  not 
approved  by  a  loan  officer  shall  be  acted  upon  by  the  credit  committee.  No  loan 
officer,  including  the  treasurer  or  any  assistant  treasurer,  shall  have  authority 
to  disburse  funds  of  the  Federal  credit  union  for  any  loan  which  has  been  ap- 
jjroved  by  him.  Not  more  than  one  member  of  the  credit  committee  may  be 
appointed  as  a  loan  officer.” 

(b)  The  first  sentence  of  section  7(5)  of  such  Act  (12  U.S.C.  1757(5))  is 
amended  by  striking  out  “as  the  credit  committee  may  approve”  and  inserting 
in  lieu  thereof  “as  the  credit  committee  or  a  loan  officer  may  approve”. 

Sec.  9.  The  next  to  last  sentence  of  section  11(d)  of  the  Federal  Credit 
Union  Act  (12  U.S.C.  1761(d) )  is  amended  by  striking  out  “$400”  each  place  it 
appears  and  inserting  in  lieu  thereof  “$1,000”. 

Sec.  10.  (a)  Section  13  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1763)  is 
amended  to  read  as  follows : 

“dividends 

“Sec.  13.  Annually,  or  semiannually,  as  the  bylaws  may  provide,  and  after  pro¬ 
vision  for  the  required  reserves,  the  board  of  directors  may  declare  a  dividend  to 
be  paid  from  the  remaining  net  earnings.  Such  dividend  shall  be  paid  on  all 
paid-up  shares  outstanding  at  the  end  of  the  period  for  which  the  dividend  is 
declared.  Shares  which  become  fully  paid  up  during  such  dividend  period  and 
are  outstanding  at  the  close  of  the  period  shall  be  entitled  to  a  proportional 
part  of  such  dividend.  Dividend  credit  for  a  month  may  be  accrued  on  shares 
which  are  or  become  fully  paid  up  during  the  first  five  days  of  that  month.” 

(b)  Section  11(c)  of  such  Act  (12  U.S.C.  1761(c) )  is  amended  by  striking  out 
“recommend  the  declaration  of  dividends 

Sec.  11.  Section  16  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1766)  is 
amended  by  adding  at  the  end  thereof  the  following  new  subsection : 

“(h)  In  every  case  of  an  adjudication  by  the  Director  under  this  Act,  de¬ 
termination  shall  be  made  on  the  record  after  giving  the  opportunity  for  a  hear¬ 
ing  to  all  persons  and  credit  unions  who  may  be  directly  affected  by  any  order 
that  may  be  issued  as  a  result  of  such  adjudication.  The  words  ‘adjudication’ 
and  ‘order’  as  used  herein  shall  have  the  meanings  specified  in  the  Administra¬ 
tive  Procedure  Act.” 

Sec.  12.  Section  21  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1771)  is  amended 
by  striking  out  “the  membership  of  which  is  composed  exclusively  of  Federal 
employees  and  members  of  their  families”  and  inserting  in  lieu  thereof  “at  least 
95  per  centum  of  the  membership  of  which  is  composed  of  persons  who  either 
are  presently  Federal  employees  or  are  retired  Federal  employees  and  members 
of  their  families”. 

Sec.  13.  Section  22  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1772)  is 
amended  to  read  as  follows : 

“territorial  applicability  of  act 

“Sec.  22.  The  provisions  of  this  Act  shall  apply  to  the  several  States,  the 
District  of  Columbia,  the  several  Territories  and  possessions  of  the  United  States, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico.” 

Sec.  14.  The  Federal  Credit  Union  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  section  : 

“conversion  from  federal  to  state  credit  union  and  from  state  to  federal 

credit  union 

“Sec.  23.  (a)  Conversion  From  Federal  to  State  Credit  Union. — A  Federal 
credit  union  may  be  converted  into  a  ‘State  credit  union’  under  the  laws  of  any 
State,  ti  e  District  of  Columbia,  the  several  Territories  and  possessions  of  the 
United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico, 
by  complying  with  the  following  requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be  approved  by  a  ma¬ 
jority  of  the  directors  of  the  Federal  credit  union.  The  proposition  then  shall 
be  submitted  to  a  meeting  of  its  members,  the  notice  of  which  shall  be  in  writing 
and  shall  be  delivered  in  person  to  each  member,  or  shall  be  mailed  to  each 
member  at  the  address  for  such  member  appearing  on  the  records  of  the  credit 
union,  not  more  than  thirty  nor  less  than  seven  days  prior  to  the  time  of  the 
meeting.  Approval  of  the  proposition  for  conversion  shall  be  by  the  affirmative 
vote  of  not  less  than  two-thirds  of  the  members  present  and  voting  at  the  meeting. 
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“(2)  A  copy  of  the  minutes  of  such  meeting,  verified  by  the  affidavits  of  the 
president  or  vice  president  and  the  secretary  of  the  meeting,  shall  be  filed  with 
the  Bureau  within  ten  days  after  the  meeting. 

“(3)  Promptly  after  the  adjournment,  of  such  meeting  of  the  members,  and 
in  no  event  later  than  ninety  days  after  such  meeting,  the  credit  union  shall  take 
such  action  as  may  be  necessary  under  the  applicable  State  law  to  make  it  a 
State  credit  union,  and  within  ten  days  after  receipt  of  the  State  credit  union 
charter  there  shall  be  filed  with  the  Bureau  a  copy  of  the  charter  thus  issued. 
Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal  credit  union. 

“(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit  union  shall  no 
longer  be  subject  to  any  of  the  provisions  of  this  Act.  The  successor  State 
credit  union  shall  be  vested  with  all  of  the  assets  and  shall  continue  responsible 
for  all  of  the  obligations  of  the  Federal  Credit  union  to  the  same  extent  as 
though  the  conversion  had  not  taken  place. 

“(b)  Conversion  From  State  to  Federal  Credit  Union. — A  ‘State  credit 
union’  organized  under  the  laws  of  any  State,  the  District  of  Columbia,  the 
several  Territories  and  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  or  the  Commonwealth  of  Puerto  Rico,  may  be  converted  into  a  Federal 
credit  union  by:  (1)  complying  with  all  State  requirements  requisite  to  en¬ 
abling  it  to  convert  to  a  Federal  credit  union  or  to  cease  being  a  State  credit 
union;  (2)  filing  with  the  Bureau  proof  of  such  compliance,  satisfactory  to  the 
Director;  and  (3)  filing  with  the  Bureau  an  organization  certificate  as  required 
by  this  Act. 

“When  the  Director  has  been  satisfied  that  all  of  such  requirements  have  been 
complied  with,  the  Director  shall  approve  the  organization  certificate.  Upon 
such  approval,  the  State  credit  union  shall  become  a  Federal  credit  union  as 
of  the  date  it  ceases  to  be  a  State  credit  union.  The  Federal  credit  union  shall 
be  vested  with  all  of  the  assets  and  shall  continue  responsible  for  all  the  obliga¬ 
tions  of  the  State  credit  union  to  the  same  extent  as  though  the  conversion  had 
not  taken  place.” 

Sec.  15.  Section  2113(g)  of  title  18  of  the  United  States  Code  is  amended  by 
inserting  before  the  period  at  the  end  thereof  and  any  ‘Federal  credit  union’ 
as  defined  in  section  2  of  the  Federal  Credit  Union  Act”. 


[S.  1985,  86th  Cong.,  1st  sess.] 

A  BILL  To  amend  the  Federal  Credit  Union  Act 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  the  Federal  Credit  Union  Act 
(48  Stat.  1216),  as  amended,  is  amended  to  read  as  follows : 

“short  title 

“Section  1.  This  Act  may  be  cited  as  the  ‘Federal  Credit  Union  Act’. 

“definitions 


“Sec.  2.  As  used  in  this  Act — 

“(a)  The  term  ‘Federal  credit  union’  means  a  cooperative  association  or¬ 
ganized  in  accordance  with  the  provisions  of  this  Act  for  the  purpose  of  pro¬ 
moting  thrift  among  its  members  and  creating  a  source  of  credit  for  provident 
or  productive  purposes,  and  includes  a  cooperative  association  (hereinafter  called 
a  ‘Federal  central  credit  union’)  whose  members  are  Federal  credit  unions  and 
credit  unions  organized  in  accordance  with  the  provisions  of  law  of  any  State, 
the  District  of  Columbia,  the  several  Territories  and  the  several  possessions  of 
the  United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico, 
and  located  within  a  well-defined  geographical  area,  and  whose  members  may 
also  be  directors  and  members  of  the  supervisory  and  credit  committees  of  such 
credit  unions. 

“(b)  The  term  ‘Bureau’  means  the  Bureau  of  Federal  Credit  Unions. 

“(c)  The  term  ‘Director’  means  the  Director  of  the  Bureau  of  Federal  Credit 
Unions. 
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“CREATION  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health,  Education,  and  Welfare 
a  Bureau  of  Federal  Credit  Unions,  which  shall  be  under  the  supervision  of  a 
Director  appointed  by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  be  under  the  general 
direction  and  supervision  of  the  Secretary. 

“federal  credit  union  organization 

“Sec.  4.  Any  seven  or  more  persons  who  desire  to  form  a  Federal  credit  union 
shall  subscribe  before  some  officer  competent  to  administer  oaths  an  organization 
certificate  in  duplicate  which  shall  specifically  state — 

“(1)  the  name  of  the  association  ; 

“(2)  the  location  of  the  proposed  Federal  credit  union  and  the  territory 
in  which  it  will  operate ; 

“(3)  the  names  and  addresses  of  the  subscribers  to  the  certificate  and 
the  number  of  shares  subscribed  by  each  ; 

“  (4)  the  par  value  of  the  shares,  which  shall  be  $5  each ; 

“  (5)  the  proposed  field  of  membership,  specified  in  detail ; 

“(6)  the  term  of  the  existence  of  the  corporation,  which  may  be  per¬ 
petual  ;  and 

“(7)  the  fact  that  the  certificate  is  made  to  enable  such  persons  to  avail 
themselves  of  the  advantages  of  this  Act. 

“Such  organization  certificate  may  also  contain  any  provisions  approved  by 
the  Director  for  the  management  of  the  business  of  the  association  and  for 
the  conduct  of  its  affairs  and  relative  to  the  powers  of  its  directors,  officers, 
or  stockholders. 

“approval  of  organization  certificate 

“Sec.  5.  The  organization  certificate  shall  be  presented  to  the  Director  for 
approval.  Before  any  organization  certificate  is  approved,  an  appropriate 
investigation  shall  be  made  for  the  purpose  of  determining  (1)  whether  the 
organization  certificate  conforms  to  the  provisions  of  this  Act;  (2)  the  general 
character  and  fitness  of  the  subscribers  thereto;  and  (3)  the  economic  advis¬ 
ability  of  establishing  the  proposed  Federal  credit  union.  Upon  approval  of 
such  organization  certificate  by  the  Director,  it  shall  be  the  charter  of  the 
corporation,  and  one  of  the  originals  thereof  shall  be  delivered  to  the  corpora¬ 
tion  after  the  payment  of  the  fee  required  therefor.  Upon  such  approval  the 
Federal  credit  union  shall  be  a  body  corporate,  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the  powers  and  charged 
with  all  the  liabilities  conferred  and  imposed  by  this  Act  upon  corporations 
organized  hereunder. 

“fees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident  to  the  ascertainment  of 
whether  an  organization  certificate  should  be  approved,  the  subscribers  to  any 
such  certificate  shall  pay,  at  the  time  of  filing  their  organization  certificate, 
the  amount  prescribed  by  the  Director,  which  shall  not  exceed  $20  in  any  case ; 
and  on  the  approval  of  any  organization  certificate  they  shall  also  pay  a  fee 
of  $5.  Not  later  than  January  31  of  each  calendar  year,  each  Federal  credit 
union  shall  pay  to  the  Bureau,  for  the  preceding  calendar  year,  a  supervision 
fee  in  accordance  with  a  graduated  scale  prescribed  by  regulation  on  the  basis 
of  assets  as  of  December  31  of  such  preceding  year,  but  such  fee  shall  in  no 
event  be  less  than  $10  nor  more  than  the  amounts  specified  in  the  following 
table :  Provided,  however,  That  no  such  annual  fee  shall  be  payable  by  a  Federal 
credit  union  with  respect  to  the  year  in  which  its  charter  is  issued,  or  in  which 
final  distribution  is  made  in  its  liquidation  or  the  charter  is  otherwise  canceled. 
All  such  fees  shall  be  deposited  with  the  Treasurer  of  the  United  States  for 
the  account  of  the  Bureau  and  may  be  expended  by  the  Director  for  such 
administrative,  supervisory  and  other  expenses  incurred  in  carrying  out  the 
provisions  of  this  Act  as  he  may  determine  to  be  proper,  the  purpose  of  such 
fees  being  to  defray  such  expenses  as  far  as  practicable. 


FEDERAL  CREDIT  UNION  ACT 


7 


“Total  assets  Maximum  fee 

$500,000  or  less _  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 _ $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 

“reports,  examinations,  and  audits 

“Sec.  7.  Federal  credit  unions  shall  be  under  the  supervision  of  the  Director, 
and  shall  make  such  financial  reports  to  him  as  and  when  he  may  require,  but  at 
least  annually.  Each  Federal  credit  union  shall  be  subject  to  examination  by, 
and  for  this  purpose  shall  make  its  books  and  records  accessible  to,  any  person 
designated  by  the  Director.  The  Director  shall  fix  a  scale  of  examination  fees 
to  be  paid  by  Federal  credit  unions,  giving  due  consideration  to  the  time  and 
expense  incident  to  such  examinations,  and  to  the  ability  of  Federal  credit 
unions  to  pay  such  fees,  which  fees  shall  be  assessed  against  and  paid  by  each 
Federal  credit  union  promptly  after  the  completion  of  such  examination.  Ex¬ 
amination  fees  collected  under  the  provisions  of  this  section  shall  be  deposited 
to  the  credit  of  the  special  fund  created  by  section  6  hereof,  and  shall  be  avail¬ 
able  for  the  purpose  specified  in  said  section  6. 

“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succession  in  its  corporate  name 
during  its  existence  and  shall  have  power — 

“  ( 1 )  to  make  contracts ; 

“(2)  to  sue  and  be  sued ; 

“(3)  to  adopt  and  use  a  common  seal  and  alter  the  same  at  pleasure; 

“(4)  to  purchase,  hold,  and  dispose  of  property  necessary  or  incidental 
to  its  operations ; 

“(5)  to  make  loans  with  maturities  not  exceeding  five  years  to  its  mem¬ 
bers  for  provident  or  productive  purposes  upon  such  terms  and  conditions 
as  this  Act  and  its  bylaws  provide  and  as  the  credit  committee  or  a  loan 
officer  may  approve,  at  rates  of  interest  not  exceeding  1  per  centum  per 
month  on  unpaid  balances,  inclusive  of  all  charges  incident  to  making  the 
loan :  Provided,  That  no  loans  to  a  director  or  member  of  the  supervisory 
or  credit  committee  shall  exceed  the  amount  of  his  holdings  in  the  Federal 
credit  union  as  represented  by  shares  thereof  plus  the  total  unencumbered 
and  unpledged  shareholdings  in  the  Federal  credit  union  of  any  member 
pledged  as  security  for  the  obligation  of  such  director  or  member  of  com¬ 
mittee.  No  director  or  member  of  the  supervisory  or  credit  committee  shall 
endorse  for  borrowers.  A  borrower  may  repay  his  loan,  prior  to  maturity, 
in  whole  or  in  part  on  any  business  day.  The  taking,  receiving,  reserving, 
or  charging  of  a  rate  of  interest  greater  than  is  allowed  by  this  paragraph, 
when  knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire  interest 
which  the  note,  bill,  or  other  evidence  of  debt  carries  with  it,  or  wThich  has 
been  agreed  to  be  paid  thereon.  If  such  greater  rate  of  interest  has  been 
paid,  the  persons  by  whom  it  has  been  paid,  or  his  legal  representatives, 
may  recover  back  from  the  credit  union  taking  or  receiving  the  same,  in  an 
action  in  the  nature  of  an  action  of  debt,  the  entire  amount  of  interest 
paid :  Provided,  That  such  action  is  commenced  within  two  years  from  the 
time  the  usurious  collection  was  made ; 

“(6)  to  receive  from  its  members  payments  on  shares; 

“(7)  to  invest  its  funds  (a)  in  loans  exclusively  to  members;  (b)  in 
obligations  of  the  United  States  of  America,  or  securities  fully  guaranteed 
as  to  principal  and  interest  thereby;  (c)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other  credit  unions  in 
the  total  amount  not  exceeding  25  per  centum  of  its  paid-in  and  unimpaired 
capital  and  surplus;  (d)  in  shares  or  accounts  of  savings  and  loan  asso¬ 
ciations,  the  accounts  of  which  are  insured  by  the  Federal  Savings  and 
Loan  Insurance  Corporation;  or  (e)  in  shares  of  Federal  central  credit 
unions  and  in  shares  or  accounts  of  other  central  credit  unions,  as  defined 
in  section  2,  paragraph  (a)  of  this  Act.  Payments  to,  and  withdrawals 
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from,  such  central  credit  unions  by  a  Federal  credit  union  must  be  spe¬ 
cifically  authorized  by  the  board  of  directors  of  such  Federal  credit  union ; 

“(8)  to  make  deposits  in  national  banks  and  in  State  banks,  trust  com¬ 
panies,  and  mutual  savings  banks  operating  in  accordance  with  the  laws 
of  the  State  in  which  the  Federal  credit  union  does  business; 

“(9)  to  borrow,  in  accordance  with  such  rules  and  regulations  as  may  be 
prescribed  by  the  Director,  from  any  source,  in  an  aggregate  amount  not 
exceeding  50  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus : 
Provided,  That  any  Federal  credit  union  may  discount  with  or  sell  to  any 
Federal  intermediate  credit  bank  any  eligible  obligations  up  to  the  amount 
of  its  paid-in  and  unimpaired  capital; 

“(10)  to  levy  late  charges,  in  according  with  the  bylaws,  for  failure  to 
met  promptly  their  obligations  to  the  Federal  credit  union ; 

“(11)  to  impress  and  enforce  a  lien  upon  the  shares  and  dividends  of 
any  member,  to  the  extent  of  any  loan  made  to  him  and  any  dues  or  fines 
payable  by  him ; 

“(12)  to  charge  members  and  individuals  eligible  to  become  members  a 
reasonable  fee  for  cashing  or  selling  checks,  not  to  exceed  the  direct  and 
indirect  costs  incident  to  providing  such  service ; 

“(13)  to  exercise  such  incidental  powers  as  shall  be  necessary  or  requisite 
to  enable  it  to  carry  on  effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Federal  credit  unions  the 
Director  shall  from  time  to  time  cause  to  be  prepared  a  form  of  organization 
certificate  and  a  form  of  bylaws,  consistent  with  this  Act,  which  shall  be  used 
by  Federal  credit  union  incorporators,  and  shall  be  supplied  to  them  on  request. 
At  the  time  of  presenting  the  organization  certificate  the  incorporators  shall 
also  submit  proposed  bylaws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  consist  of  the  incorporators 
and  such  other  persons  and  incorporated  and  unincorporated  organizations,  to 
the  extent  permitted  by  rules  and  regulations  prescribed  by  the  Director,  as  may 
be  elected  to  membership  and  as  such  shall,  each,  subscribe  to  at  least  one  share 
of  its  stock  and  pay  the  initial  installment  thereon  and  the  entrance  fee ;  except 
that  other  than  as  provided  in  section  2,  paragraph  (a)  of  this  Act  as  to  Federal 
credit  unions,  Federal  credit  union  membership  shall  be  limited  to  groups  having 
a  common  bond  of  occupation  or  association,  or  to  groups  within  a  well-defined 
neighborhood,  community,  or  rural  district.  A  Federal  credit  union  may,  by 
authorization  of  its  board  of  directors,  become  a  subscriber  to,  or  organizer  or 
member  of,  a  Federal  central  credit  union  or  a  central  credit  union  as  defined 
in  section  2,  paragraph  (a)  of  this  Act.  Shares  may  be  issued  in  joint  tenancy 
with  right  of  survivorship  with  any  person  designated  by  the  credit  union  mem¬ 
ber,  but  no  joint  tenant  shall  be  permitted  to  vote,  obtain  loans,  or  hold  office, 
unless  he  is  within  the  field  of  membership  and  is  a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions  shall  end  December  31. 
The  annual  meeting  of  each  Federal  credit  union  shall  be  held  at  such  time 
during  the  month  of  the  following  January  and  at  such  place  as  its  bylaws  shall 
prescribe.  Special  meetings  may  be  held  in  the  manner  indicated  in  the  bylaws. 
No  member  shall  be  entitled  to  vote  by  proxy  but  a  member  other  than  a  natural 
person  may  vote  through  an  agent  designated  for  the  purpose.  Irrespective  of 
the  number  of  shares  held  by  him,  no  member  shall  have  more  than  one  vote. 
Federal  credit  unions  having  membership  in  a  central  credit  union  may  be  re¬ 
presented  at  annual  or  special  meetings  of  the  central  credit  union  by  one  mem¬ 
ber  duly  authorized  by  the  board  of  directors  of  the  member  Federal  credit 
union.  To  the  extent  permitted  by  the  articles  or  certificate  of  incorporation  or 
bylaws  of  the  central  credit  union,  such  representative  shall  have  one  vote  and 
shall  be  eligible  for  office  in  the  central  credit  union  the  same  as  though  he  were 
a  member  as  an  individual  of  such  central  credit  union. 
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“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union  shall  be  managed 
by  a  board  of  not  less  than  five  directors,  and  a  credit  committee  of  not  less  than 
three  members,  all  to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members  which,  in  the  case  of  Federal  central  credit  unions,  shall  be  deemed 
to  include  the  duly  authorized  representatives  of  the  member  credit  unions,  and 
by  a  supervisory  committee  of  three  members,  one  of  whom  may  be  a  director 
other  than  the  treasurer,  to  be  appointed  by  the  president  from  the  membership 
promptly  following  the  annual  meeting,  subject  to  ratification  by  the  board  at 
its  next  meeting.  If  the  board  fails  to  ratify  the  appointment  of  any  member 
of  the  supervisory  committee,  the  term  of  such  member  shall  thereupon  cease,  and 
the  president  shall  immediately  appoint  a  replacement,  subject  to  ratification 
by  the  board  at  its  next  succeeding  meeting.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as  original  appointments 
to  said  committee.  All  members  of  the  board  and  of  such  committees  shall  hold 
office  for  such  terms,  respectively,  as  the  bylaws  may  provide.  A  record  of  the 
names  and  addresses  of  the  members  of  the  board  and  such  committees  and 
officers  shall  be  filed  with  the  Bureau  within  ten  days  after  their  election  or 
appointment.  No  member  of  the  board  or  of  either  such  committee  shall,  as 
such,  be  compensated. 

“OFFICERS 

“Sec.  13.  At  their  first  meeting  after  the  annual  meeting  of  the  members, 
the  directors  shall  elect  from  their  number  a  president,  one  or  more  vice  presi¬ 
dents,  a  secretary,  and  a  treasurer,  who  shall  be  the  executive  officers  of  the 
corporation.  No  executive  officer,  except  the  treasurer,  shall  be  compensated  as 
such.  The  offices  of  secretary  and  treasurer  may  be  held  by  the  same  person. 
The  duties  of  the  officers  shall  be  as  determined  by  the  bylaws,  except  that  the 
treasurer  shall  be  the  general  manager  of  the  corporation.  Before  the  treasurer 
shall  enter  upon  his  duties  he  shall  give  bonds  with  good  and  sufficient  surety,  in 
an  amount  and  character  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the  Director,  conditioned 
upon  the  faithful  performance  of  his  trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least  once  a  month  and  shall 
have  the  general  direction  and  control  of  the  affairs  of  the  corporation.  Minutes 
of  all  such  meetings  shall  be  kept.  Among  other  things  they  shall  act  upon  appli¬ 
cations  for  membership  directly  or  shall  appoint  a  membership  chairman  from 
the  members,  other  than  the  treasurer  or  assistant  treasurer,  who  shall  be  au¬ 
thorized  to  act  upon  such  applications  for  membership  as  the  board  may  pre¬ 
scribe  and  who  shall  submit  to  the  board  at  each  monthly  meeting  a  list  of  appli¬ 
cations  for  membership  received  since  the  previous  monthly  meeting,  together 
witli  such  other  information  as  may  be  required  by  the  bylaws  or  the  board; 
require  any  officer  or  employee  having  custody  of  or  handling  funds  to  give 
bond  with  good  and  sufficient  surety  in  an  amount  and  character  to  be  deter¬ 
mined  by  the  board  of  directors  in  compliance  with  regulations  prescribed  from 
time  to  time  by  the  Director,  and  authorize  the  payment  of  the  premium  or  pre¬ 
miums  therefor  from  the  funds  of  the  Federal  credit  union ;  fill  vacancies  in 
the  board  and  in  the  credit  committee  until  successors  elected  at  the  next  annual 
meeting  have  qualified ;  have  charge  of  investments  other  than  loans  to  mem¬ 
bers  ;  determine  from  time  to  time  the  maximum  number  of  shares  that  may  be 
held  by  an  individual ;  subject  to  the  limitations  of  this  Act,  determine  the 
interest  rates  on  loans  and  the  maximum  amount  which  may  be  loaned  with  or 
without  security  to  any  member ;  and,  subject  to  such  regulations  as  may  be  is¬ 
sued  by  the  Director,  authorize  an  interest  refund  to  members  of  record  at  the 
close  of  business  on  December  31  in  proportion  to  the  interest  paid  by  them  dur¬ 
ing  that  year ;  and  provide  for  compensation  of  necessary  clerical  and  auditing 
assistance  requested  by  the  supervisory  committee,  and  of  loan  officers  appointed 
by  the  credit  committee. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meetings  as  the  business  of 
the  Federal  credit  union  may  require  and  not  less  frequently  than  once  a  month 
to  consider  applications  for  loans.  Reasonable  notice  of  such  meetings  shall  be 
given  to  all  members  of  the  committee.  No  loan  shall  be  made  unless  it  is 
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approved  by  a  majority  of  the  committee  and  by  all  members  of  the  committee 
who  are  present  at  the  meeting  at  which  the  application  is  considered :  Provided, 
however,  That  the  credit  committee  may  appoint  one  or  more  loan  officers,  who 
may  be  the  treasurer  or  an  assistant  treasurer,  and  delegate  to  him  or  them 
powers  to  approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit 
if  such  excess  is  fully  secured  by  unpledged  shares.  Each  loan  officer  shall 
furnish  to  the  credit  committee  a  record  of  each  loan  approved  or  not  approved 
by  him  within  seven  days  of  the  date  of  the  filing  of  the  application  therefor. 
All  loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by  the  the  credit 
committee.  No  loan  officer,  including  the  treasurer  or  assistant  treasurer,  shall 
have  authority  to  disburse  funds  of  the  Federal  credit  union  for  any  loan  which 
has  been  approved  by  him.  Not  more  than  one  member  of  the  credit  committee 
may  be  appointed  as  a  loan  officer.  Applications  for  loans  shall  be  made  on 
forms  prepared  by  such  committee,  which  shall  set  forth  the  purpose  for  which 
the  loan  is  desired,  the  security,  if  any,  and  such  other  data  as  may  be  required. 
No  loan  shall  be  made  to  any  member,  except  in  the  case  of  a  loan  by  a  Federal  . 
central  credit  union  to  a  member  credit  union,  which  causes  such  member  to 
become  indebted  to  the  Federal  credit  union  in  an  aggregate  amount,  upon  loans 
made  to  such  member,  which  is  in  excess  of  $1,000  unless  such  excess  over 
$1,000  is  adequately  secured,  except  that  in  no  event  may  any  such  loan  be  made  if 
such  aggregate  amount  would  be  in  excess  of  whichever  of  the  following  is 
greater :  i 

“(1)  $200,  or  ’ 

“(2)  10  per  centum  of  the  credit  union’s  paid-in  unimpaired  capital  and 
surplus. 

“For  the  purposes  of  this  subdivision  an  assignment  of  shares  or  the  endorse¬ 
ment  of  a  note  shall  be  deemed  security. 

“supervisory  committee 

“Sec.  16.  The  supervisory  committee  shall  make,  or  cause  to  be  made,  at  least 
quarterly,  an  examination  of  the  affairs  of  the  Federal  credit  union,  including 
an  audit  of  its  books ;  shall  make,  or  cause  to  be  made,  a  report  of  its  quarterly 
examination  to  the  board  of  directors ;  shall  make,  or  cause  to  be  made,  an 
annual  audit,  a  report  of  which  shall  be  submitted  to  the  members  at  the  next 
annual  meeting  of  the  corporation ;  and  may  suspend  by  a  unanimous  vote  any 
officer  of  the  corporation  or  any  member  of  the  credit  committee  or  of  the  board 
of  directors,  until  the  next  members’  meeting,  which  members’  meeting  shall 
be  held  within  seven  days  of  said  suspension  and  at  which  meeting  said  sus¬ 
pension  shall  be  acted  upon  by  the  members ;  and,  by  a  majority  vote,  may  call 
a  special  meeting  of  the  shareholders  to  consider  any  violation  of  this  Act,  the 
charter,  or  of  the  bylaws,  or  any  practice  of  the  corporation  deemed  by  the 
supervisory  committee  to  be  unsafe  or  unauthorized.  Any  and  all  members  of 
the  supervisory  committee  may  be  suspended  by  the  president,  subject  to  the 
approval  of  the  board  of  directors,  or  by  the  board  of  directors,  subject  to  the 
approval  of  the  members.  In  the  latter  case,  a  members’  meeting  to  act  upon 
such  suspension  shall  be  held  within  seven  days  thereof.  The  board  of  directors  A 
or  the  members,  as  the  case  may  be,  shall  decide  whether  the  suspended  com-  ^ 
mittee  member  shall  be  removed  from  or  restored  to  the  supervisory  committee. 
The  supervisory  committee  shall  cause  the  passbooks  and  accounts  of  the  mem¬ 
bers  to  be  verified  with  the  records  of  the  treasurer  from  time  to  time,  and  not 
less  frequeently  than  once  every  two  years.  As  used  in  this  section,  the  term 
‘passbook’  shall  include  any  book,  statement  of  account,  or  other  record  ap¬ 
proved  by  the  Director  for  use  by  Federal  credit  unions. 

“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the  bylaws  and  20  per 
centum  of  the  net  earnings  of  each  year,  before  the  declaration  of  any  dividends, 
shall  be  set  aside  as  a  regular  reserve  against  losses  on  bad  loans  and  such 
other  losses  as  may  be  specified  in  the  bylaws  in  accordance  with  regulations 
prescribed  under  this  Act :  Provided,  lioioever,  That  when  the  regular  reserve 
thus  established  shall  equal  10  per  centum  of  the  total  amount  of  members’ 
shareholdings,  no  further  transfer  of  net  earnings  to  such  regular  reserve  shall 
be  required  except  that  such  amounts  not  in  excess  of  20  per  centum  of  the  net 
earnings  as  may  be  needed  to  maintain  this  10  per  centum  ratio  shall  continue 
to  be  transferrd.  In  addition  to  such  regular  reserve,  special  reserves  to  protect 
the  interests  of  members  shall  be  established  when  required  (a)  by  regulation,  or 
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(b)  in  any  special  case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may  provide  and  after 
provision  for  the  required  reserves,  the  board  of  directors  may  declare  a  divi¬ 
dend  to  be  paid  from  the  remaining  net  earnings.  Such  dividend  shall  be  paid 
on  all  paid-up  shares  outstanding  at  the  end  of  the  period  for  which  the  dividend 
is  declared.  Shares  which  become  fully  paid  up  during  such  dividend  period 
and  are  outstanding  at  the  close  of  the  period  shall  be  entitled  to  a  proportional 
part  of  such  dividend.  Dividend  credit  for  a  month  may  be  accrued  on  shares 
which  are  or  become  fully  paid  up  during  the  first  five  days  of  that  month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds  vote  of  the  members  of 
a  Federal  credit  union  present  at  a  special  meeting  called  for  the  purpose, 
but  only  after  an  opportunity  has  been  given  to  him  to  be  heard  and  subject 
to  review  by  the  Director,  if  such  review  is  requested  by  the  member  within 
thirty  days.  Withdrawal  or  expulsion  of  a  member  shall  not  operate  to  relieve 
him  from  liability  to  the  Federal  credit  union.  The  amount  to  be  paid  a  with¬ 
drawing  or  expelled  member  by  a  Federal  credit  union  shall  be  determined  and 
paid  in  the  manner  specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor  or  in  trust,  subject 
to  such  conditions  as  may  be  prescribed  by  the  bylaws.  When  shares  are  issued 
in  trust,  the  name  of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  powers  of  director 

“Sec.  21.  (a)  The  Director  may  prescribe  rules  and  regulations  for  the  ad¬ 
ministration  of  this  Act,  including,  but  not  by  way  of  limitation,  the  merger, 
consolidation,  and/or  dissolution  of  corporations  organized  under  this  Act. 

“(b)  (1)  The  Director  may  suspend  or  revoke  the  charter  of  any  Federal 
credit  union,  or  place  the  same  in  involuntary  liquidation  and  appoint  a 
liquidating  agent  therefor,  upon  his  finding  that  the  organization  is  bankrupt 
or  insolvent,  or  has  violated  any  provisions  of  its  charter,  its  bylaws,  this  Act, 
or  any  regulations  issued  thereunder. 

“(2)  The  Director,  through  such  persons  as  he  shall  designate,  may  examine 
any  Federal  credit  union  in  voluntary  liquidation  and,  upon  his  finding  that 
such  voluntary  liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  terminate  such  voluntary 
liquidation  and  place  such  organization  in  involuntary  liquidation  and  appoint 
a  liquidating  agent  therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  authority,  subject  to  the 
control  and  supervision  of  the  Director  and  under  such  rules  and  regulations  as 
the  Director  may  prescribe,  (i)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the  Federal  credit  union 
in  liquidation,  to  sell,  enforce  collection  of,  and  liquidate  all  such  assets  and 
property,  to  compound  all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name 
or  in  the  name  of  the  Federal  credit  union  in  liquidation,  and  defend  such 
actions  as  may  be  brought  against  him  as  liquidating  agent  or  against  the 
Federal  credit  union;  (ii)  to  receive,  examine,  and  pass  upon  all  claims  against 
the  Federal  credit  union  in  liquidation,  including  claims  of  members  on  shares; 
(iii)  to  make  distribution  and  payment  to  creditors  and  members  as  their  in¬ 
terests  may  appear;  and  (iv)  to  execute  such  documents  and  papers  and  to  do 
such  other  acts  and  things  which  he  may  deem  necessary  or  desirable  to  dis¬ 
charge  his  duties  hereunder. 

“(4)  Subject  to  the  control  and  supervision  of  the  Director  and  under  such 
rules  and  regulations  as  the  Director  may  prescribe,  the  liquidating  agent  of 
a  Federal  credit  union  in  involuntary  liquidation  shall  (i)  cause  notice  to  be 
given  to  creditors  and  members  to  present  their  claims  and  make  legal  proof 
thereof,  which  notice  shall  be  published  once  a  week  in  each  of  three  successive 
weeks  in  a  newspaper  of  general  circulation  in  each  county  in  which  the  Federal 
credit  union  in  liquidation  maintained  an  office  or  branch  for  the  transaction 
of  business  on  the  date  it  ceased  unrestricted  operations :  Provided,  That  when- 
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ever  the  aggregate  book  value  of  the  assets  and  property  of  a  Federal  credit 
union  in  involuntary  liquidation  is  less  than  $1,000,  unless  the  Director  shall 
find  that  its  books  and  records  do  not  contain  a  true  and  accurate  record  of  its 
liabilities,  he  shall  declare  such  Federal  credit  union  in  liquidation  to  be  a 
‘no  publication’  liquidation,  and  publication  of  notice  to  creditors  and  members 
shall  not  be  required  in  such  case;  (ii)  from  time  to  time,  make  a  ratable  divi¬ 
dend  on  all  such  claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi¬ 
cated  in  a  court  of  competent  jurisdiction  and,  after  the  assets  of  such 
organization  have  been  liquidated,  shall  make  further  dividends  on  all  claims 
previously  proved  or  adjudicated ;  and  the  liquidating  agent  may  accept  in 
lieu  of  a  formal  proof  of  claim  on  behalf  of  any  creditor  or  member  the  state¬ 
ment  of  any  amount  due  to  such  creditor  or  member  as  shown  on  the  books  and 
recrds  of  the  credit  union :  Provided  further,  That  all  claims  not  filed  before 
payment  of  the  final  dividend  shall  be  barred  and  claims  rejected  or  disallowed 
by  the  liquidating  agent  shall  be  likewise  barred  unless  suit  be  instituted  thereon 
within  three  months  after  notice  of  rejection  or  disallowance;  (iii)  in  a  ‘no 
publication’  liquidation,  determine  from  all  sources  available  to  him.  and  within 
the  limits  of  available  funds  of  the  Federal  credit  union,  the  amounts  due  to 
creditors  and  members,  and  after  sixty  days  shall  have  elapsed  from  the  date 
of  his  appointment,  shall  distribute  the  funds  of  the  Federal  credit  union  to 
creditors  and  members  ratably  and  as  their  interests  may  appear. 

“(5)  Upon  certification  by  the  liquidating  agent  in  the  case  of  an  involuntary 
liquidation  and  upon  such  proof  as  shall  be  satisfactory  to  the  Director  in  the 
case  of  a  voluntary  liquidation  that  distribution  has  been  made  and  that  liqui¬ 
dation  has  been  completed,  as  provided  herein,  the  Director  shall  cancel  the 
charter  of  such  Federal  credit  union :  Provided,  That  the  corporate  existence 
of  the  Federal  credit  union  shall  continue  for  a  period  of  three  years  from  the 
date  of  such  cancellation  of  its  charter,  during  which  period  the  liquidating 
agent,  or  his  duly  appointed  successor,  or  such  persons  as  the  Director  shall  des¬ 
ignate,  may  act  on  behalf  of  the  Federal  credit  union  for  the  purpose  of  paying, 
satisfying,  and  discharging  any  existing  liabilities  or  obligations,  collecting  and 
distributing  its  assets,  and  doing  all  other  acts  required  to  adjust  and  wind  up 
its  business  and  affairs,  and  it  may  sue  and  be  sued  in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date  of  cancellation  of  the 
charter  of  a  Federal  credit  union  the  Director  may,  in  his  discretion,  destroy 
any  or  all  books  and  records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to  execute  any  and  all  func¬ 
tions  and  perform  any  and  all  duties  vested  in  him  hereby,  through  such  per¬ 
sons  as  he  shall  designate  or  employ ;  and  he  may  delegate  to  any  person  or  per¬ 
sons.  including  any  institution  operating  under  the  general  supervision  of  the 
Bureau,  the  performance  and  discharge  of  any  authority,  power,  or  function 
vested  in  him  by  this  Act. 

“(e)  All  books  and  records  of  Federal  credit  unions  shall  be  kept  and  reports 
shall  be  made  in  accordance  with  forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations  and  to  conduct  re¬ 
searches  and  studies  of  the  problems  of  persons  of  small  means  in  obtaining 
credit  at  reasonable  rates  of  interest,  and  of  the  methods  and  benefits  of  co¬ 
operative  saving  and  lending  among  such  persons.  He  is  further  authorized  to 
make  reports  of  such  investigations  and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  authorized,  when  designated 
for  the  purpose  by  the  Director,  to  administer  oaths  and  affirmations  and  to 
take  affidavits  and  depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)'  The  Director  is  authorized,  empowered,  and  directed  to  require  that  every 
person  apointed  or  elected  by  any  Federal  credit  union  to  any  position  requir¬ 
ing  the  receipt,  payment,  or  custody  of  money  or  other  personal  property  owned 
by  a  Federal  credit  union  or  in  its  custody  or  control  as  collateral  or  otherwise,  to 
give  bond  in  a  corporate  surety  company  holding  a  certificate  of  authority  from 
the  Secretary  of  the  Treasury  under  the  Act  of  Congress  approved  July  30,  1947 
(6  U.S.C.  0-13),  as  an  acceptable  surety  on  Federal  bonds.  Any  such  bond 
or  bonds  shall  be  in  a  form  approved  by  the  Director  with  a  view  to  providing 
surety  coverage  to  the  Federal  credit  union  with  reference  to  loss  by  reason  of 
acts  of  fraud  or  dishonesty  including  forgery,  theft,  embezzlement,  wrongful 
abstraction,  or  misapplication  on  the  part  of  the  person,  directly  or  through 
connivance  with  others,  and  such  other  surety  coverages  as  the  Director  may  de- 
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termine  to  be  reasonably  appropriate  or  as  elsewhere  required  by  this  Act.  Any 
such  bond  or  bonds  shall  be  in  such  an  amount  in  relation  to  the  money  or  other 
personal  property  involved  or  in  relation  to  the  assets  of  the  Federal  credit  union 
as  the  Director  may  from  time  to  time  prescribe  by  regulation  for  the  purpose  of 
requiring  reasonable  coverage.  In  lieu  of  individual  bonds  the  Director  may 
approve  the  use  of  a  form  of  schedule  or  blanket  bond  which  covers  all  of  the 
officers  and  employees  of  a  Federal  credit  union  whose  duties  include  the  re¬ 
ceipt,  payment,  or  custody  of  money  or  other  personal  property  for  or  on  be¬ 
half  of  the  Federal  credit  union.  The  Director  may  also  approve  the  use  of  a 
form  of  excess  coverage  bond  whereby  a  Federal  credit  union  may  obtain  an 
amount  of  coverage  in  excess  of  the  basic  surety  coverage. 

“(i)  In  every  case  of  an  adjudication  by  the  Director  under  this  Act,  deter¬ 
mination  shall  be  made  on  the  record  after  giving  the  opportunity  for  a  hearing 
to  all  persons  and  credit  unions  who  may  be  directly  affected  by  any  order  that 
may  be  issued  as  a  result  of  such  adjudication.  The  words  ‘adjudication’  and 
‘order’  as  used  herein  shall  have  the  meanings  specified  in  the  Administrative 
Procedure  Act. 

“fiscal  agents  and  depositories 

“Sec.  22.  Each  Federal  credit  union  organized  under  this  Act,  when  requested 
by  the  Secretary  of  the  Treasury,  shall  act  as  fiscal  agent  of  the  United  States 
and  shall  perform  such  services  as  the  Secretary  of  the  Treasury  may  require 
in  connection  with  the  collection  of  taxes  and  other  obligations  due  the  United 
States  and  the  lending,  borrowing,  and  repayment  of  money  by  the  United  States, 
including  the  issue,  sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United  States ;  and  to 
facilitate  such  purposes  the  Director  shall  furnish  to  the  Secretary  of  the  Treas¬ 
ury  from  time  to  time  the  names  and  addresses  of  all  Federal  credit  unions 
with  such  other  available  information  concerning  them  as  may  be  requested  by 
the  Secretary  of  the  Treasury.  Any  Federal  credit  union  organized  under  this 
Act,  when  designated  for  that  purpose  by  the  Secretary  of  the  Treasury,  shall 
be  a  depository  of  public  money,  except  receipts  from  customs,  under  such  reg¬ 
ulations  as  may  be  prescribed  by  the  Secretary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  hereunder,  their  property,  their 
franchises,  capital,  reserves,  surpluses,  and  other  funds,  and  their  income  shall 
be  exempt  from  all  taxation  now  or  hereafter  imposed  by  the  United  States  or 
by  any  State,  Territorial,  or  local  taxing  authority ;  except  that  any  real  prop¬ 
erty  and  any  tangible  personal  property  of  such  Federal  credit  unions  shall  be 
subject  to  Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent 
as  other  similar  property  is  taxed.  Nothing  herein  contained  shall  prevent 
holdings  in  any  Federal  credit  union  organized  hereunder  from  being  included 
in  the  valuation  of  the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political  subdivision  thereof 
in  which  the  Federal  credit  union  is  located :  Provided,  however,  That  the  duty 
1  or  burden  of  collecting  or  enforcing  the  payment  of  such  tax  shall  not  be  im¬ 
posed  upon  any  such  Federal  credit  union  and  the  tax  shall  not  exceed  the 
rate  of  taxes  imposed  upon  holdings  in  domestic  credit  unions. 

“partial  invalidity  ;  right  to  amend 

“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  application  thereof  to  any 
person  or  circumstance,  is  held  invalid,  the  remainder  of  the  Act,  and  the 
application  of  such  provisions  to  other  persons  or  circumstances,  .shall  not  be 
affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or  any  part  thereof,  or  any 
charter  issued  pursuant  to  the  provisions  of  this  Act,  is  expressly  reserved. 

“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit  union  organized  under  State  law 
or  by  any  Federal  credit  union  organized  in  accordance  with  the  terms  of  this 
Act,  at  least  95  per  centum  of  the  membership  of  which  is  composed  of  persons 
who  either  are  presently  Federal  employees  or  are  retired  Federal  employees 
and  members  of  their  families,  which  application  shall  be  addressed  to  the 
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officer  or  agency  of  the  United  States  charged  with  the  allotment  of  space  in 
the  Federal  buildings  in  the  community  or  district  in  which  said  credit  union 
or  Federal  credit  union  does  business,  such  officer  or  agency  may  in  his  or  its 
discretion  allot  space  to  such  credit  union  if  space  is  available  without  charge 
for  rent  or  services. 

“conversion  from  federal  to  state  credit  union  and  from  state  to  federal 

CREDIT  UNION 

“Sec.  26.  (a)  Conversion  From  Federal  to  State  Credit  Union. — A  Federal 
credit  union  may  be  converted  into  a  ‘State  credit  union’  under  the  laws  of  any 
State,  the  District  of  Columbia,  the  several  Territories  and  the  several  pos¬ 
sessions  of  the  United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth  of 
Puerto  Rico,  by  complying  with  the  following  requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be  approved  by  a  majority 
of  the  directors  of  the  Federal  credit  union.  The  proposition  then  shall  be  sub¬ 
mitted  to  a  meeting  of  its  members,  the  notice  of  which  shall  be  in  writing  and 
shall  be  delivered  in  person  to  each  member,  or  shall  be  mailed  to  each  mem¬ 
ber  at  the  address  for  such  member  appearing  on  the  records  of  the  credit  union, 
not  more  than  thirty  nor  less  than  seven  days  prior  to  the  time  of  the  meet¬ 
ing.  Approval  of  the  proposition  for  conversion  shall  be  by  the  affirmative 
vote  of  not  less  than  two-thirds  of  the  members  present  and  voting  at  the 
meeting. 

“(2)  A  copy  of  the  minutes  of  such  meeting,  verified  by  the  affidavits  of  the 
president  or  vice  president  and  the  secretary  of  the  meeting,  shall  be  filed  with 
the  Bureau  within  ten  days  after  the  meeting. 

“(3)  Promptly  after  the  adjournment  of  such  meeting  of  the  members,  and 
in  no  event  later  than  ninety  days  after  such  meeting,  the  credit  union  shall 
take  such  action  as  may  be  necessary  under  the  applicable  State  law  to  make 
it  a  State  credit  union,  and  within  ten  days  after  receipt  of  the  State  credit 
union  charter  there  shall  be  filed  with  the  Bureau  a  copy  of  the  charter  thus 
issued.  Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal  credit 
union. 

“(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit  union  shall  no 
longer  be  subject  to  any  of  the  provisions  of  this  Act.  The  successor  State 
credit  union  shall  be  vested  with  all  of  the  assets  and  shall  continue  respon¬ 
sible  for  all  of  the  obligations  of  the  Federal  credit  union  to  the  same  extent 
as  though  the  conversion  had  not  taken  place. 

“(b)  Conversion  From  State  to  Federal  Credit  Union. — A  ‘State  credit 
union’,  organized  under  the  laws  of  any  State,  the  District  of  Columbia,  the 
several  Territories  and  the  several  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  may  be  converted  into  a 
Federal  credit  union  by:  (1)  Complying  with  all  State  requirements  requisite 
to  enabling  it  to  convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union;  (2)  filing  with  the  Bureau  proof  of  such  compliance,  satisfactory 
to  the  Director;  and  (3)  filing  with  the  Bureau  an  organization  certificate  as 
required  by  this  Act. 

“When  the  Director  has  been  satisfied  that  all  of  such  requirements  have 
been  complied  with,  the  Director  shall  approve  the  organization  certificate. 
Upon  such  approval,  the  State  credit  union  shall  become  a  Federal  credit  union 
as  of  the  date  it  ceases  to  be  a  State  credit  union.  The  Federal  credit  union 
shall  be  vested  with  all  of  the  assets  and  shall  continue  responsible  for  all  the 
obligations  of  the  State  credit  union  to  the  same  extent  as  though  the  conversion 
had  not  taken  place. 

“robbery  and  incidental  crimes  against  federal  credit  unions 

“Sec.  27.  Section  2113  of  title  18  of  the  United  States  Code  is  hereby  made 
applicable  to  robbery  and  other  crimes  against  Federal  credit  unions  by  amend¬ 
ing  subsection  (g)  of  said  section  by  inserting  before  the  period  at  the  end 
thereof  \  and  any  “Federal  credit  union”  as  defined  in  section  2  of  the  Fed¬ 
eral  Credit  Union  Act’. 


“territorial  applicability  of  act 

“Sec.  28.  The  provisions  of  this  Act  shall  apply  to  the  several  States,  the  Dis¬ 
trict  of  Columbia,  the  several  Territories  and  the  several  possessions  of  the 
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United  States,  the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto 
Rico.” 


[H.R.  8305,  86th  Cong.,  1st  sess.] 

AN  ACT  To  amend  the  Federal  Credit  Union  Act 

Be  it  enacted  t>y  the  Senate  and.  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  the  Federal  Credit  Union  Act 
(48  Stat.  1216;  12  U.S.C.,  secs.  1751-1772)  is  amended  to  read  as  follows: 

“shout  title 

“Section  1.  This  Act  may  be  cited  as  the  ‘Federal  Credit  Union  Act’. 

“definitions 


“Sec.  2.  As  used  in  this  Act— 

“(1)  the  term  ‘Federal  credit  union’  means  a  cooperative  association  or¬ 
ganized  in  accordance  with  the  provisions  of  this  Act  for  the  purpose  of 
promoting  thrift  among  its  members  and  creating  a  source  of  credit  for 
provident  or  productive  purposes ; 

“(2)  the  term  ‘Bureau’  means  the  Bureau  of  Federal  Credit  Unions;  and 

“(3)  the  term  ‘Director’  means  the  Director  of  the  Bureau  of  Federal 
Credit  Unions. 

“CKEATION  OF  BUREAU 

“Sec.  3.  There  shall  be  in  the  Department  of  Health,  Education,  and  Welfare 
a  Bureau  of  Federal  Credit  Unions,  which  shall  be  under  the  supervision  of  a 
Director  appointed  by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  be  under  the  general 
direction  and  supervision  of  the  Secretary. 

“FEDERAL  CREDIT  UNION  ORGANIZATION 

“Sec.  4.  Any  seven  or  more  natural  persons  who  desire  to  form  a  Federal 
credit  union  shall  subscribe  before  some  officer  competent  to  administer  oaths 
an  organization  certificate  in  duplicate  which  shall  specifically  state — 

“(1)  the  name  of  the  association ; 

“(2)  the  location  of  the  proposed  Federal  credit  union  and  the  territory 
in  which  it  will  operate ; 

“(3)  the  names  and  addresses  of  the  subscribers  to  the  certificate  and  the 
number  of  shares  subscribed  by  each  ; 

“  (4)  the  par  value  of  the  shares,  which  shall  be  $5  each  ; 

“(5)  the  proposed  field  of  membership,  specified  in  detail ; 

“(6)  the  term  of  the  existence  of  the  corporation,  which  may  be  per¬ 
petual  ;  and 

“(7)  the  fact  that  the  certificate  is  made  to  enable  such  persons  to  avail 
themselves  of  the  advantages  of  this  Act. 

Such  organization  certificate  may  also  contain  any  provisions  approved  by  the 
Director  for  the  management  of  the  business  of  the  association  and  for  the  con¬ 
duct  of  its  affairs  and  relative  to  the  powers  of  its  directors,  officers,  or  stock¬ 
holders. 

“approval  of  organization  certificate 

“Sec.  5.  The  organization  certificate  shall  be  presented  to  the  Director  for 
approval.  Before  any  organization  certificate  is  approved,  an  appropriate  in¬ 
vestigation  shall  be  made  for  the  purpose  of  determining  (1)  w'hether  the  or¬ 
ganization  certificate  conforms  to  the  provisions  of  this  Act;  (2)  the  general 
character  and  fitness  of  the  subscribers  thereto;  and  (3)  the  economic  advis¬ 
ability  of  establishing  the  proposed  Federal  credit  union.  Upon  approval  of 
such  organization  certificate  by  the  Director  it  shall  be  the  charter  of  the  cor¬ 
poration,  and  one  of  the  originals  thereof  shall  be  delivered  to  the  corporation 
after  the  payment  of  the  fee  required  therefor.  Upon  such  approval  the  Federal 
credit  union  shall  be  a  body  corporate  and  as  such,  subject  to  the  limitations 
herein  contained,  shall  be  vested  with  all  of  the  powers  and  charged  with  all  of 
the  liabilities  conferred  and  imposed  by  this  Act  upon  corporations  organized 
hereunder. 
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“fees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident  to  the  ascertainment  of 
whether  an  organization  certificate  should  be  approved,  the  subscribers  to  any 
such  certificate  shall  pay,  at  the  time  of  filing  their  organization  certificate,  the 
amount  prescribed  by  the  Director,  which  shall  not  exceed  $20  in  any  case ;  and 
on  the  approval  of  any  organization  certificate  they  shall  also  pay  a  fee  of  $5. 
Not  later  than  January  31  of  each  calendar  year,  each  Federal  credit  union 
shall  pay  to  the  Bureau,  for  the  preceding  calendar  year,  a  supervision  fee  in 
accordance  with  a  graduated  scale  prescribed  by  regulation  on  the  basis  of 
assets  as  of  December  31  of  such  preceding  year,  but  such  fee  shall  in  no  event 
be  less  than  $10  nor  more  than  the  applicable  amount  specified  in  the  following 
table : 

“Total  assets  Maximum  fee 

$500,000  or  less _ 30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 - $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 _ $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 

All  such  fees  shall  be  deposited  with  the  Treasurer  of  the  United  States  for  the 
account  of  the  Bureau  and  may  be  expended  by  the  Director  for  such  adminis¬ 
trative,  supervisory,  and  other  expenses  incurred  in  carrying  out  the  provisions 
of  this  Act  as  he  may  determine  to  be  proper,  the  purpose  of  such  fees  being  to 
defray  such  expenses  as  far  as  practicable.  No  annual  supervision  fee  shall  be 
payable  by  a  Federal  credit  union  with  respect  to  the  year  in  which  its  charter 
is  issued,  or  in  which  final  distribution  is  made  in  its  liquidation  or  the  charter 
is  otherwise  canceled. 

“REPORTS  AND  EXAMINATIONS 

“Sec.  7.  Federal  credit  unions  shall  be  under  the  supervision  of  the  Director, 
and  shall  make  financial  reports  to  him  as  and  when  he  may  require,  but  at 
least  annually.  Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records  accessible  to,  any 
person  designated  by  the  Director.  The  Director  shall  fix  a  scale  of  examina¬ 
tion  fees  to  be  paid  by  Federal  credit  unions,  giving  due  consideration  to  the 
time  and  expense  incident  to  such  examinations,  and  to  the  ability  of  Federal 
credit  unions  to  pay  such  fees,  which  fees  shall  be  assessed  against  and  paid 
by  each  Federal  credit  union  promptly  after  the  completion  of  such  examina¬ 
tion.  Examination  fees  collected  under  the  provisions  of  this  section  shall  be 
deposited  to  the  credit  of  the  special  fund  created  by  section  6,  and  shall  be 
available  for  the  purposes  specified  in  such  section. 

“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succesion  in  its  corporate  name  dur¬ 
ing  its  existence  and  shall  have  power— 

“(1)  to  make  contracts ; 

“(2)  to  sue  and  be  sued ; 

“(3)  to  adopt  and  use  a  common  seal  and  alter  the  same  at  pleasure; 

“(4)  to  purchase,  hold,  and  dispose  of  property  necessary  or  incidental 
to  its  operations ; 

“(5)  to  make  loans  with  maturities  not  exceeding  five  years  to  its 
members  for  provident  or  productive  purposes  upon  such  terms  and  con¬ 
ditions  as  this  Act  and  its  bylaws  provide  and  as  the  credit  committee 
or  a  loan  officer  may  approve,  at  rates  of  interest  not  exceeding  1  per 
centum  per  month  on  unpaid  balances,  inclusive  of  all  charges  incident  to 
making  the  loan ;  except  that  no  loans  to  a  director  or  member  of  the 
supervisory  or  credit  committee  shall  exceed  the  amount  of  his  holdings 
in  the  Federal  credit  union  as  represented  by  shares  thereof  plus  the  total 
unencumbered  and  unpledged  shareholdings  in  the  Federal  credit  union 
of  any  member  pledged  as  security  for  the  obligation  of  such  director  or 
committee  member.  No  director  or  member  of  the  supervisory  or  credit 
committee  shall  endorse  for  borrowers.  A  borrower  may  repay  his  loan, 
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prior  to  maturity,  in  whole  or  in  part  on  any  business  day.  The  taking, 
receiving,  reserving,  or  charging  of  a  rate  of  interest  greater  than  is 
allowed  by  this  paragraph,  when  knowingly  done,  shall  be  deemed  a  for¬ 
feiture  of  the  entire  interest  which  the  note,  bill,  or  other  evidence  of 
debt  carries  with  it,  or  which  has  been  agreed  to  be  paid  thereon.  If 
such  greater  rate  of  interest  has  been  paid,  the  person  by  whom  it  has 
been  paid,  or  his  legal  representatives,  may  recover  back  from  the  credit 
union  taking  or  receiving  the  same,  in  an  action  in  the  nature  of  an  action 
of  debt,  the  entire  amount  of  interest  paid ;  but  such  action  must  be  com¬ 
menced  within  two  years  from  the  time  the  usurious  collection  was  made. 
Loans  shall  be  paid  or  amortized  in  accordance  with  rules  and  regulations 
prescribed  by  the  Director  after  taking  into  account  the  needs  or  condi¬ 
tions  of  the  borrowers,  the  amounts  and  duration  of  the  loans,  the  interests 
of  the  members  and  the  credit  unions,  and  such  other  factors  as  the  Director 
deems  relevant,  but  such  rules  and  regulations  shall  not  require  payments 
more  frequently  than  annually ; 

“  (6)  to  receive  from  its  members  payments  on  shares ; 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively  to  members;  (B)  in 
obligations  of  the  United  States  of  America,  or  securities  fully  guaranteed 
as  to  principal  and  interest  thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other  credit  unions  in 
the  total  amount  not  exceeding  25  per  centum  of  its  paid-in  and  unimpaired 
capital  and  surplus;  or  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the  Federal  Savings 
and  Loan  Insurance  Corporation ; 

“(8)  to  make  deposits  in  national  banks  and  in  State  banks,  trust  com¬ 
panies,  and  mutual  savings  banks  operating  in  accordance  with  the  laws 
of  the  State  in  which  the  Federal  credit  union  does  business  ; 

“(9)  to  borrow,  in  accordance  with  such  rules  and  regulations  as  may 
be  prescribed  by  the  Director,  from  any  source,  in  an  aggregate  amount 
not  exceeding  50  per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit  union  may  discount  with  or 
sell  to  any  Federal  intermediate  credit  bank  any  eligible  obligations  up  to 
the  amount  of  its  paid-in  and  unimpaired  capital ; 

“(10)  to  levy  late  charges,  in  accordance  with  the  bylaws,  for  failure  of 
members  to  meet  promptly  their  obligations  to  the  Federal  credit  union; 

“(11)  to  impress  and  enforce  a  lien  upon  the  shares  and  dividends  of  any 
member,  to  the  extent  of  any  loan  made  to  him  and  any  dues  or  charges 
payable  by  him ; 

“(12)  in  accordance  with  rules  and  regulations  prescribed  by  the  Direc¬ 
tor,  to  sell  to  members  negotiable  checks  (including  travelers  checks)  and 
money  orders,  and  to  cash  checks  and  money  orders  for  members,  for  a 
fee  which  does  not  exceed  the  direct  and  indirect  costs  incident  to  providing 
such  service ;  and 

“  (13)  to  exercise  such  incidental  powers  as  shall  be  necessary  or  requisite 
to  enable  it  to  carry  on  effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Federal  credit  unions  the 
Director  shall  from  time  to  time  cause  to  be  prepared  a  form  of  organization 
certificate  and  a  form  of  bylaws,  consistent  with  this  Act,  which  shall  be  used 
by  Federal  credit  union  incorporators,  and  shall  be  supplied  to  them  on  request. 
At  the  time  of  presenting  the  organization  eertfieate  the  incorporators  shall  also 
submit  proposed  bylaws  to  the  Director  for  his  approval. 

“membership 

“Seo.  10.  Federal  credit  union  membership  shall  consist  of  the  incorporators 
and  such  other  persons  and  incorporated  and  unincorporated  organizations,  to 
the  extent  permitted  by  rules  and  regulations  prescribed  by  the  Director,  as  may 
be  elected  to  membership  and  as  such  shall  each,  subscribe  to  at  least  one  share 
of  its  stock  and  pay  the  initial  installment  thereon  and  the  entrance  fee;  except 
that  Federal  credit  union  membership  shall  be  limited  to  groups  having  a  com¬ 
mon  bond  of  -occupation  or  association,  or  to  groups  within  a  well-defined  neigh¬ 
borhood,  community,  or  rural  district.  Shares  may  be  issued  in  joint  tenancy 
with  right  of  survivorship  with  any  persons  designated  by  the  credit  union 
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member,  but  no  joint  tenant  shall  be  permitted  to  vote,  obtain  loans,  or  hold 
office,  unless  he  is  within  the  field  of  membership  and  is  a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions  shall  end  December  31. 
The  annual  meeting  of  each  Federal  credit  union  shall  be  held  at  such  time 
during  the  month  of  the  following  January  and  at  such  place  as  its  bylaws  shall 
prescribe.  Special  meetings  may  be  held  in  the  manner  indicated  in  the  bylaws. 
No  member  shall  be  entitled  to  vote  by  proxy,  but  a  member  other  than  a 
natural  person  may  vote  through  an  agent  designated  for  the  purpose.  Irre¬ 
spective  of  the  number  of  shares  held  by  him,  no  member  shall  have  more  than 
one  vote. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union  shall  be  managed 
by  a  board  of  not  less  than  five  directors  and  a  credit  committee  of  not  less  than 
three  members  all  to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members  and  by  a  supervisory  committee  of  three  members  one  of  whom 
may  be  a  director  other  than  the  treasurer  to  be  appointed  by  the  board. 
Any  vacancy  occurring  in  the  supervisory  committee  shall  be  filled  in  the 
same  manner  as  original  appointments  to  such  committee.  All  members  of 
the  board  and  of  such  committees  shall  hold  office  for  such  terms  respectively 
as  the  bylaws  may  provide.  A  record  of  the  names  and  addresses  of  the  members 
of  the  board  and  such  committees  and  of  the  officers  of  the  credit  union  shall 
be  filed  with  the  Bureau  within  ten  days  after  their  election  or  appointment. 
No  member  of  the  board  or  of  either  such  committee  shall  as  such  be  compensated. 

“officers 

“Sec.  13.  At  their  first  meeting  after  the  annual  meeting  of  the  members  the 
directors  shall  elect  from  their  number  a  president,  one  or  more  vice  presidents, 
a  secretary,  and  a  treasurer,  who  shall  be  the  executive  officers  of  the  corporation. 
No  executive  officer,  except  the  treasurer,  shall  be  compensated  as  such.  The 
offices  of  secretary  and  treasurer  may  be  held  by  the  same  person.  The  duties  of 
the  officers  shall  be  as  determined  by  the  bylaws,  except  that  the  treasurer  shall 
be  the  general  manager  of  the  corporation.  Before  the  treasurer  shall  enter 
upon  his  duties  he  shall  give  bond  with  good  and  sufficient  surety,  in  an 
amount  and  character  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the  Director,  conditioned 
upon  the  faithful  performance  of  his  trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least  once  a  month  and  shall  have 
the  general  direction  and  control  of  the  affairs  of  the  corporation.  Minutes  of  all 
such  meetings  shall  be  kept.  Among  other  things  they  shall  act  upon  applica¬ 
tions  for  membership ;  require  any  officer  or  employee  having  custody  of  or 
handling  funds  to  give  bond  with  good  and  sufficient  surety  in  an  amount  and 
character  to  be  determined  by  the  board  of  directors  in  compliance  with  regula¬ 
tions  prescribed  from  time  to  time  by  the  Director,  and  authorize  the  payment 
of  the  premium  or  premiums  therefor  from  the  funds  of  the  Federal  credit 
union;  fill  vacancies  in  the  board  and  in  the  credit  committee  until  successors 
elected  at  the  next  annual  meeting  have  qualified;  have  charge  of  investments 
other  than  loans  to  members ;  determine  from  time  to  time  the  maximum  number 
of  shares  that  may  be  held  by  an  individual ;  subject  to  the  limitations  of  this 
Act,  determine  the  interest  rates  on  loans  and  the  maximum  amount  which  may 
be  loaned  with  or  without  security  to  any  member ;  subject  to  such  regulations 
as  may  be  issued  by  the  Director,  authorize  an  interest  refund  to  members  of 
record  at  the  close  of  business  on  December  31  in  proportion  to  the  interest  paid 
by  them  during  that  year ;  and  provide  for  compensation  of  necessary  clerical  and 
auditing  assistance  requested  by  the  supervisory  committee,  and  of  loan  officers 
appointed  by  the  credit  committee.  The  board  may  appoint  an  executive  commit¬ 
tee  of  not  less  than  three  directors  to  act  for  it  in  the  purchase  and  sale  of  secu¬ 
rities  or  the  making  of  loans  to  other  credit  unions,  or  both.  Such  executive  com¬ 
mittee  or  a  membership  officer  appointed  by  the  board  from  among  the  members 
of  the  credit  union,  other  than  the  treasurer,  an  assistant  treasurer,  or  a  loan 
officer,  may  be  authorized  by  the  board  to  approve  applications  for  membership 
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under  such  conditions  as  the  board  may  prescribe ;  except  that  such  committee 
or  membership  officer  so  authorized  shall  submit  to  the  board  at  each  monthly 
meeting  a  list  of  approved  or  pending  applications  for  membership  received  since 
the  previous  monthly  meeting,  together  with  such  other  related  information  as  the 
bylaws  or  the  board  may  require. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meetings  as  the  business  of  the 
Federal  credit  union  may  require  and  not  less  frequently  than  once  a  month  to 
consider  applications  for  loans.  Reasonable  notice  of  such  meetings  shall  be 
given  to  all  members  of  the  committee.  No  loan  shall  be  made  unless  it  is 
approved  by  a  majority  of  the  entire  committee  and  by  all  members  of  the  com¬ 
mittee  who  are  present  at  the  meeting  at  which  the  application  is  considered ; 
except  that  the  credit  committee  may  appoint  one  or  more  loan  officers,  and 
delegate  to  him  or  them  the  power  to  approve  loans  up  to  the  unsecured  limit, 
or  in  excess  of  such  limit  if  such  excess  is  fully  secured  by  unpledged  shares. 
Each  loan  officer  shall  furnish  to  the  credit  committee  a  record  of  each  loan  ap¬ 
proved  or  not  approved  by  him  within  seven  days  of  the  date  of  the  filing  of  the 
application  therefor.  All  loans  not  approved  by  a  loan  officer  shall  be  acted  upon 
by  the  credit  committee.  No  individual  shall  have  authority  to  disburse  funds  of 
the  Federal  credit  union  for  any  loan  which  has  been  approved  by  him  in  his 
capacity  as  a  loan  officer.  Not  more  than  one  member  of  the  credit  committee 
may  be  appointed  as  a  loan  officer.  Applications  for  loans  shall  be  made  on  forms 
prepared  by  such  committee,  which  shall  set  forth  the  purpose  for  which  the 
loan  is  desired,  the  security,  if  any,  and  such  other  data  as  may  be  required. 
No  loan  shall  be  made  to  any  member  which  causes  such  member  to  become  in¬ 
debted  to  the  Federal  credit  union  in  an  aggregate  amount,  upon  loans  made  to 
such  member,  which  is  in  excess  of  $200  or  10  per  centum  of  the  credit  union’s 
paid-in  unimpaired  capital  and  surplus,  whichever  is  greater,  or  in  excess  of 
$1,000  unless  such  excess  over  $1,000  is  adequately  secured.  For  the  purposes 
of  this  section  an  assignment  of  shares  or  the  endorsement  of  a  note  shall  be 
deemed  security. 

“supervisory  committee 

“Sec.  16.  The  supervisory  committee  shall  make  or  cause  to  be  made,  at  least 
quarterly,  an  examination  of  the  affairs  of  the  Federal  credit  union,  including 
an  audit  of  its  books ;  shall  make  or  cause  to  be  made  a  report  of  its  quarterly 
examination  to  the  board  of  directors ;  shall  make  or  cause  to  be  made  an  an¬ 
nual  audit,  a  report  of  which  shall  be  submitted  to  the  members  at  the  next  an¬ 
nual  meeting  of  the  corporation ;  may  suspend  by  a  unanimous  vote  any  officer 
of  the  corporation  or  any  member  of  the  credit  committee  or  of  the  board  of 
directors,  until  the  next  members’  meeting,  which  members’  meeting  shall  be 
held  not  less  than  seven  nor  more  than  fourteen  days  after  such  suspension  and 
at  which  meeting  such  suspension  shall  be  acted  upon  by  the  members:  and  may 
call  by  a  majority  vote  a  special  meeting  of  the  shareholders  to  consider  any 
violation  of  this  Act,  the  charter,  or  the  bylaws,  or  any  practice  of  the  corpo¬ 
ration  deemed  by  the  supervisory  committee  to  be  unsafe  or  unauthorized.  Any 
member  of  the  supervisory  committee  may  be  suspended  by  the  board  of  direc¬ 
tors.  The  members  shall  decide,  at  a  meeting  held  not  less  than  seven  nor  more 
than  fourteen  days  after  any  such  suspension,  whether  the  suspended  committee 
member  shall  be  removed  from  or  restored  to  the  supervisory  committee.  The 
supervisory  committee  shall  cause  the  passbooks  and  accounts  of  the  members 
to  be  verified  with  the  records  of  the  treasurer  from  time  to  time,  and  not  less 
frequently  than  once  every  two  years.  As  used  in  this  section,  the  term  ‘pass¬ 
book’  shall  include  any  book,  statement  of  account,  or  other  record  approved  by 
the  Director  for  use  by  Federal  credit  unions. 

“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the  bylaws  and  20  per 
centum  of  the  net  earnings  of  each  dividend  period,  before  the  declaration  of  any 
dividends,  shall  be  set  aside  as  a  regular  reserve  against  losses  on  bad  loans 
and  such  other  losses  as  may  be  specified  in  the  bylaws  in  accordance  with  regu¬ 
lations  prescribed  under  this  Act :  Provided,  however,  That  when  the  regular  re¬ 
serve  thus  established  shall  equal  10  per  centum  of  the  total  amount  of  mem¬ 
bers’  shareholdings,  no  further  transfer  of  net  earnings  to  such  regular  reserve 
shall  be  required  except  that  such  amounts  not  in  excess  of  20  per  centum  of  the 
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net  earnings  as  may  be  needed  to  maintain  this  10  per  centum  ratio  shall  continue 
to  be  transferred.  In  addition  to  such  regular  reserve,  special  reserves  to  protect 
the  interests  of  members  shall  be  established  when  required  (1)  by  regulation, 
or  (2)  in  any  special  case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may  provide,  and  after  pro¬ 
vision  for  the  required  reserves,  the  board  of  directors  may  declare  a  dividend  to 
be  paid  from  the  remaining  net  earnings.  Such  dividend  shall  be  paid  on  all 
paid-up  shares  outstanding  at  the  end  of  the  period  for  which  the  dividend  is 
declared.  Shares  which  become  fully  paid  up  during  such  dividend  period  and 
are  outstanding  at  the  close  of  the  period  shall  be  entitled  to  a  proportionate 
part  of  such  dividend.  Dividend  credit  for  a  month  may  be  accrued  on  shares 
which  are  or  become  fully  paid  up  during  the  first  five  days  of  that  month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds  vote  of  the  members  of  a 
Federal  credit  union  present  at  a  special  meeting  called  for  the  purpose,  but 
only  after  an  opportunity  has  been  given  him  to  be  heard.  Withdrawal  or  ex¬ 
pulsion  of  a  member  shall  not  operate  to  relieve  him  from  liability  to  the  Fed¬ 
eral  credit  union.  The  amount  to  be  paid  a  withdrawing  or  expelled  member  by 
a  Federal  credit  union  shall  be  determined  and  paid  in  the  manner  specified  in 
the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor  or  in  trust,  subject  to 
such  conditions  as  may  be  prescribed  by  the  bylaws.  When  shares  are  issued 
in  trust,  the  name  of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  powers  of  directors 

“Sec.  21.  (a)  The  Director  may  prescribe  rules  and  regulations  for  the  admin¬ 
istration  of  this  Act  (including,  but  not  by  way  of  limitation,  the  merger,  con¬ 
solidation,  and  dissolution  of  corporations  organized  under  this  Act). 

“(b)(1)  The  Director  may  suspend  or  revoke  the  charter  of  any  Federal 
credit  union,  or  place  the  same  in  involuntary  liquidation  and  appoint  a  liqui¬ 
dating  agent  therefor,  upon  his  finding  that  the  organization  is  bankrupt  or  in¬ 
solvent,  or  has  violated  any  of  the  provisions  of  its  charter,  its  bylaws,  this  Act, 
or  any  regulations  issued  thereunder. 

“(2)  The  Director,  through  such  persons  as  he  shall  designate,  may  examine 
any  Federal  credit  union  in  voluntary  liquidation  and,  upon  his  finding  that  such 
voluntary  liquidation  is  not  being  conducted  in  an  orderly  or  efficient  manner  or 
in  the  best  interests  of  its  members,  may  terminate  such  voluntary  liquidation 
and  place  such  organization  in  involuntary  liquidation  and  appoint  a  liquidating 
agent  therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  authority,  subject  to  the 
control  and  supervision  of  the  Director  and  under  such  rules  and  regulations  as 
the  Director  may  prescribe,  (A)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the  Federal  credit  union 
in  liquidation,  to  sell,  enforce  collection  of,  and  liquidate  all  such  assets  and 
property,  to  compound  all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name 
or  in  the  name  of  the  Federal  credit  union  in  liquidation,  and  defend  such  actions 
as  may  be  brought  against  him  as  liquidating  agent  or  against  the  Federal  credit 
union;  (B)  to  receive,  examine,  and  pass  upon  all  claims  against  the  Federal 
credit  union  in  liquidation,  including  claims  of  members  on  shares;  (C)  to 
make  distribution  and  payment  to  creditors  and  members  as  their  interests  may 
appear;  and  (D)  to  execute  such  documents  and  papers  aud  to  do  such  other 
acts  and  things  which  he  may  deem  necessary  or  desirable  to  discharge  his  du¬ 
ties  hereunder. 

“(4)  Subject  to  the  control  and  supervision  of  the  Director  and  under  such 
rules  and  regulations  as  the  Director  may  prescribe,  the  liquidating  agent  of  a 
Federal  credit  union  in  involuntary  liquidation  shall  (A)  cause  notice  to  be 
given  to  creditors  and  members  to  present  their  claims  and  make  legal  proof 
thereof,  which  notice  shall  be  published  once  a  week  in  each  of  three  successive 
weeks  in  a  newspaper  of  general  circulation  in  each  county  in  which  the  Federal 
credit  union  in  liquidation  maintained  an  office  or  branch  for  the  transaction 
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of  business  on  the  date  it  ceased  unrestricted  operations ;  except  that  whenever 
the  aggregate  book  value  of  the  assets  and  property  of  a  Federal  credit  union 
in  involuntary  liquidation  is  less  than  $1,000,  unless  the  Director  shall  find  that 
its  books  and  records  do  not  contain  a  true  and  accurate  record  of  its  liabilities, 
he  shall  declare  such  Federal  credit  union  in  liquidation  to  be  a  ‘no  publica¬ 
tion’  liquidation,  and  publication  of  notice  to  creditors  and  members  shall  not 
be  required  in  such  case;  (B)  from  time  to  time  make  a  ratable  dividend  on  all 
Such  claims  as  may  have  been  proved  to  his  satisfaction  or  adjudicated  in  a 
court  of  competent  jurisdiction  and,  after  the  assets  of  such  organization  have 
been  liquidated,  make  further  dividends  on  all  claims  previously  proved  or 
adjudicated,  and  he  may  accept  in  lieu  of  a  formal  proof  of  claim  on  behalf  of 
any  creditor  or  member  the  statement  of  any  amount  due  to  such  creditor  or 
member  as  shown  on  the  books  and  records  of  the  credit  union ;  but  all  claims 
not  filed  before  payment  of  the  final  dividend  shall  be  barred  and  claims  rejected 
or  disallowed  by  the  liquidating  agent  shall  be  likewise  barred  unless  suit  be 
instituted  thereon  within  three  months  after  notice  of  rejection  or  disallowance ; 
and  (C)  in  a  ‘no  publication’  liquidation,  determine  from  all  sources  available  to 
him,  and  within  the  limits  of  available  funds  of  the  Federal  credit  union,  the 
amounts  due  to  creditors  and  members,  and  after  sixty  days  shall  have  elapsed 
from  the  date  of  his  appointment  distribute  the  funds  of  the  Federal  credit  union 
to  creditors  and  members  ratably  and  as  their  interests  may  appear. 

“(5)  Upon  certification  by  the  liquidating  agent  in  the  case  of  an  involuntary 
liquidation,  and  upon  such  proof  as  shall  be  satisfactory  to  the  Director  in  the 
case  of  a  voluntary  liquidation,  that  distribution  has  been  made  and  that  liqui¬ 
dation  has  been  completed,  as  provided  herein,  the  Director  shall  cancel  the 
charter  of  such  Federal  credit  union ;  but  the  corporate  existence  of  the  Federal 
credit  union  shall  continue  for  a  period  of  three  years  from  the  date  of  such 
cancellation  of  its  charter,  during  which  period  the  liquidating  agent,  or  his  duly 
appointed  successor,  or  such  persons  as  the  Dii-ector  shall  designate,  may  act 
on  behalf  of  the  Federal  credit  union  for  the  purpose  of  paying,  satisfying,  and 
discharging  any  existing  liabilities  or  obligations,  collecting  and  distributing  its 
assets,  and  doing  all  other  acts  required  to  adjust  and  wind  up  its  business  and 
affairs,  and  it  may  sue  and  be  sued  in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date  of  cancellation  of  the 
charter  of  a  Federal  credit  union  the  Director  may,  in  his  discretion,  destroy 
any  or  all  books  and  records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to  execute  any  and  all  func¬ 
tions  and  perform  any  and  all  duties  vested  in  him  hereby,  through  such  per¬ 
sons  as  he  shall  designate  or  employ ;  and  he  may  delegate  to  any  person  or 
persons,  including  any  institution  operating  under  the  general  supervision  of 
the  Bureau,  the  performancce  and  discharge  of  any  authority,  power,  or  function 
vested  in  him  by  this  Act. 

“(e)  All  books  and  records  of  Federal  credit  unions  shall  be  kept  and  re¬ 
ports  shall  be  made  in  accordance  with  forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations  and  to  conduct  re¬ 
searches  and  studies  of  the  problem  of  persons  of  small  means  in  obtaining  credit 
at  reasonable  rates  of  interest,  and  of  the  methods  and  benefits  of  cooperative 
saving  and  lending  among  such  persons.  He  is  further  authorized  to  make  re¬ 
ports  of  such  investigations  and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  authorized,  when  designated 
for  the  purpose  by  the  Director,  to  administer  oaths  and  affirmations  and  to 
take  affidavits  and  depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and  directed  to  require  that 
every  person  appointed  or  elected  by  any  Federal  credit  union  to  any  position 
requiring  the  receipt,  payment,  or  custody  of  money  or  other  personal  property 
owned  by  a  Federal  credit  union,  or  in  its  custody  or  control  as  collateral  or 
otherwise,  give  bond  in  a  corporate  surety  company  holding  a  certificate  of 
authority  from  the  Secretary  of  the  Treasury  under  the  Act  approved  July  30, 
1947  (6  U.S.C.,  sec.  6-13),  as  an  acceptable  surety  on  Federal  bonds.  Any  such 
bond  or  bonds  shall  be  in  a  form  approved  by  the  Director  with  a  view  to  pro¬ 
viding  surety  coverage  to  the  Federal  credit  union  with  reference  to  loss  by 
reason  of  acts  of  fraud  or  dishonesty  including  forgery,  theft,  embezzlement, 
wrongful  abstraction,  or  misapplication  on  the  part  of  the  person,  directly  or 
through  connivance  with  others,  and  such  other  surety  coverages  as  the  Director 
may  determine  to  be  reasonably  appropriate  or  as  elsewhere  required  by  this 
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Act.  Any  such  bond  or  bonds  shall  be  in  such  an  amount  in  relation  to  the 
money  or  other  personal  property  involved  or  in  relation  to  the  assets  of  the 
Federal  credit  union  as  the  Director  may  from  time  to  time  prescribe  by  regula¬ 
tion  for  the  purpose  of  requiring  reasonable  coverage.  In  lieu  of  individual 
bonds  the  Director  may  approve  the  use  of  a  form  of  schedule  or  blanket  bond 
which  covers  all  of  the  officers  and  employees  of  a  Federal  credit  union  whose 
duties  include  the  receipt,  payment,  or  custody  of  money  or  other  personal 
property  for  or  on  behalf  of  the  Federal  credit  union.  The  Director  may  also 
approve  the  use  of  a  form  of  excess  coverage  bond  whereby  a  Federal  credit 
union  may  obtain  an  amount  of  coverage  in  excess  of  the  basic  surety  coverage. 

“fiscal  agents  and  depositories 

“Sec.  22.  Each  Federal  credit  union  organized  under  this  Act,  when  requested 
by  the  Secretary  of  the  Treasury,  shall  act  as  fiscal  agent  of  the  United  States 
and  shall  perform  such  services  as  the  Secretary  of  the  Treasury  may  require 
in  connection  with  the  collection  of  taxes  and  other  obligations  due  the  United 
States  and  the  lending,  borrowing,  and  repayment  of  money  by  the  United  States, 
including  the  issue,  sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United  States ;  and  to 
facilitate  such  purposes  the  Director  shall  furnish  to  the  Secretary  of  the 
Treasury  from  time  to  time  the  names  and  addresses  of  all  Federal  credit  unions  J 
with  such  other  available  information  concerning  them  as  may  be  requested  by  V 
the  Secretary  of  the  Treasury.  Any  Federal  credit  union  organized  under  this 
Act,  when  designated  for  that  purpose  by  the  Secretary  of  the  Treasury,  shall 
be  a  depository  of  public  money,  except  receipts  from  customs,  under  such 
regulations  as  may  be  prescribed  by  the  Secretary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  hereunder,  their  property,  their 
franchises,  capital,  reserves,  surpluses,  and  other  funds,  and  their  income  shall 
be  exempt  from  all  taxation  now  or  hereafter  imposed  by  the  United  States 
or  by  any  State,  Territorial,  or  local  taxing  authority;  except  that  any  real 
property  and  any  tangible  personal  property  of  such  Federal  credit  unions  shall 
be  subject  to  Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent 
as  other  similar  property  is  taxed.  Nothing  herein  contained  shall  prevent 
holdings  in  any  Federal  credit  union  organized  hereunder  from  being  included 
in  the  valuation  of  the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political  subdivision  thereof 
in  which  the  Federal  credit  union  is  located ;  but  the  duty  or  burden  of  collecting 
or  enforcing  the  payment  of  such  a  tax  shall  not  be  imposed  upon  any  such 
Federal  credit  union  and  the  tax  shall  not  exceed  the  rate  of  taxes  imposed  upon 
holdings  in  domestic  credit  unions. 

“partial  invalidity  ;  right  to  amend 

“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  application  thereof  to  any 
person  or  circumstance,  is  held  invalid,  the  remainder  of  the  Act,  and  the  ap¬ 
plication  of  such  provision  to  other  persons  or  circumstances,  shall  not  be  affected 
thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or  any  part  thereof,  or 
any  charter  issued  pursuant  to  the  provisions  of  this  Act,  is  expressly  reserved. 

“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit  union  organized  under  State  law  or 
by  any  Federal  credit  union  organized  in  accordance  with  the  terms  of  this 
Act,  at  least  95  per  centum  of  the  membership  of  which  is  composed  of  persons 
who  either  are  presently  Federal  employees  or  were  Federal  employees  at  the 
time  of  admission  into  the  credit  union,  and  members  of  their  families,  which 
application  shall  be  addressed  to  the  officer  or  agency  of  the  United  States 
charged  with  the  allotment  of  space  in  the  Federal  buildings  in  the  community 
or  district  in  which  such  credit  union  does  business,  such  officer  or  agency 
may  in  his  or  its  discretion  allot  space  to  such  credit  union  if  space  is  available 
without  charge  for  rent  or  services. 
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“conversion  from  federal  to  state  credit  union  and  from  state  to  federal 

CREDIT  UNION 

“Sec.  26.  (a)  A  Federal  credit  union  may  be  converted  into  a  State  credit 
union  under  the  laws  of  any  State,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  possessions  of  the  United  States,  the  Panama  Canal  Zone,  or  the  Com¬ 
monwealth  of  Puerto  Rico,  by  complying  with  the  following  requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be  approved,  and  a  date 
set  for  a  vote  thereon  by  the  members  (either  at  a  meeting  to  be  held  on  such 
date  or  by  written  ballot  to  be  filed  on  or  before  such  date),  by  a  majority  of 
the  directors  of  the  Federal  credit  union.  Written  notice  of  the  proposition  and 
of  the  date  set  for  the  vote  shall  then  be  delivered  in  person  to  each  member, 
or  mailed  to  each  member  at  the  address  for  such  member  appearing  on  the 
records  of  the  credit  union,  not  more  than  thirty  nor  less  than  seven  days  prior 
to  such  date.  Approval  of  the  proposition  for  conversion  shall  be  by  the  affirma¬ 
tive  vote  of  a  majority  of  the  members,  in  person  or  in  writing. 

“(2)  A  statement  of  the  results  of  the  vote,  verified  by  the  affidavits  of  the 
president  or  vice  president  and  the  secretary,  shall  be  filed  with  the  Bureau  within 
ten  days  after  the  vote  is  taken. 

“(3)  Promptly  after  the  vote  is  taken  and  in  no  event  later  than  ninety  days 
thereafter,  if  the  proposition  for  conversion  was  approved  by  such  vote,  the 
credit  union  shall  take  such  action  as  may  be  necessary  under  the  applicable 
State  law  to  make  it  a  State  credit  union,  and  within  ten  days  after  receipt  of 
the  State  credit  union  charter  there  shall  be  filed  with  the  Bureau  a  copy  of 
the  charter  thus  issued.  Upon  such  filing  the  credit  union  shall  cease  to  be  a 
Federal  credit  union. 

“(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit  union  shall  no 
longer  be  subject  to  any  of  the  provisions  of  this  Act.  The  successor  State  credit 
union  shall  be  vested  with  all  of  the  assets  and  shall  continue  responsible  for  all 
of  the  obligations  of  the  Federal  credit  union  to  the  same  extent  as  though  the 
conversion  had  not  taken  place. 

“(b)  (1)  A  State  credit  union,  organized  under  the  laws  of  any  State,  the  Dis¬ 
trict  of  Columbia,  the  several  Territories  and  possessions  of  the  United  States, 
the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  may  be  converted 
into  a  Federal  credit  union  by  (A)  complying  with  all  State  requirements  requi¬ 
site  to  enabling  it  to  convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union,  (B)  filing  with  the  Bureau  proof  of  such  compliance,  satisfactory 
to  the  Director,  and  (C)  filing  with  the  Bureau  an  organization  certificate  as 
required  by  this  Act. 

“(2)  When  the  Director  has  been  satisfied  that  all  of  such  requirements,  and 
all  other  requirements  of  this  Act,  have  ben  complied  with,  the  Director  shall 
approve  the  organization  certificate.  Upon  such  approval,  the  State  credit  union 
shall  become  a  Federal  credit  union  as  of  the  date  it  ceases  to  be  a  State  credit 
union.  The  Federal  credit  union  shall  be  vested  with  all  of  the  assets  and  shall 
continue  responsible  for  all  the  obligations  of  the  State  credit  union  to  the  same 
extent  as  though  the  conversion  had  not  taken  place. 

“TERRITORIAL  APPLICABILITY  OF  ACT 

“Sec.  27.  The  provisions  of  this  Act  shall  apply  to  the  several  States,  the 
District  of  Columbia,  the  several  Territories  and  possessions  of  the  United  States, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico.” 

Sec.  2.  Section  2113(g)  of  title  18  of  the  United  States  Code  is  amended  by 
inserting  before  the  period  at  the  end  thereof  “,  and  any  ‘Federal  credit  union’ 
as  defined  in  section  2  of  the  Federal  Credit  Union  Act”. 

Sec.  3.  The  Director  of  the  Bureau  of  Federal  Credit  Unions  shall  submit  to 
the  Congress  on  or  before  January  15,  1960,  a  draft  of  legislation  providing  for 
federally  chartered  central  credit  unions. 

Passed  the  House  of  Representatives  July  30, 1959. 

Attest : 


Ralph  R.  Roberts,  Clerk. 
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Department  of  Health,  Education,  and  Welfare, 

June  15,  1959. 

Hon.  A.  Willis  Robertson, 

Chairman ,  Committee  on  Banking  and  Currency, 

TJ.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  This  letter  is  in  response  to  your  request  of  April  27, 
1959,  for  a  report  on  S.  1786,  a  bill  to  amend  the  Federal  Credit  Union  Act. 

The  bill  proposes  22  substantive  changes  in  the  Federal  Credit  Union  Act, 
some  of  which  were  originally  suggested  to  the  Congress  by  the  Department  of 
Health,  Education,  and  Welfare  as  a  part  of  the  Financial  Institutions  Act 
(S.  1451  and  FI.R.  7026,  85th  Cong.) . 

We  would  favor  without  modification  the  following  12  proposals: 

1.  To  permit  loans  to  directors  and  committee  members  up  to  the  amount 
of  their  shareholdings  in  the  credit  union  as  now  provided,  plus  the  total  un¬ 
encumbered  and  unpledged  shareholdings  in  the  Federal  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such  director  or  member  of 
committee  (sec.  3(a) ). 

2.  To  more  specifically  state  the  prohibition  against  endorsement  of  loans 
for  borrowers  by  members  of  the  supervisory  or  credit  committee  rather  than 
committee  member  as  presently  provided  (sec.  3(b)). 

3.  To  permit  the  election  of  more  than  one  vice  president  (sec.  6). 

4.  To  change  the  title  of  the  position  now  designated  as  “clerk”  to  “secre¬ 
tary”  (sec.  6). 

5.  The  new  provision  that  “no  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such”  incorporates  in  the  law  a  limitation  now  prescribed  by 
the  bylaws  and  accepted  practice  (sec.  6). 

6.  To  provide  specific  authority  for  the  board  to  compensate  the  necessary 
clerical  and  auditing  assistance  requested  by  the  supervisory  committee  and 
the  authority  for  the  board  to  compensate  loan  officers  appointed  by  the  credit 
committee  (sec.  7(b) ). 

7.  To  specify  that  dividends  may  be  declared  by  the  board  of  directors  instead 
of  by  the  members  as  now  provided  (sec.  10) . 

8.  To  provide  that  the  bylaws  may  specify  semiannual  dividends  rather  than 
the  present  limitation  to  annual  dividends  (sec.  10). 

9.  To  permit  dividend  credit  for  a  full  month  on  those  shares  which  are  or 
become  fully  paid  up  during  the  first  5  days  of  that  month  (sec.  10). 

10.  To  permit  allocation  of  space  in  Federal  buildings  to  those  credit  unions 
having  a  membership  composed  of  at  least  95  percent  of  Federal  employees  in¬ 
stead  of  the  present  requirement  that  the  membership  be  composed  exclusively 
of  Federal  employees  (sec.  12). 

11.  A  provision  which  will  make  robbery  of  a  Federal  credit  union  a  crime 
under  Federal  statute  (sec.  15). 

12.  To  extend  the  Federal  Credit  Union  Act  to  the  several  territories  and  the 
several  possessions  in  addition  to  the  several  States,  the  District  of  Columbia, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico  (sec.  13). 

We  would  have  no  objection  to  the  following  seven  changes  subject  to  the 
suggested  amendments  and  modifications : 

1.  Section  2  would  extend  the  loan  maturity  from  3  years  to  5  years.  We  are 
not  aware  of  a  great  need  for  extended  loan  maturities.  In  fact  a  recent  study 
of  loans  made  by  Federal  credit  unions  indicates  that  only  about  10  percent  of 
the  total  number  of  loans  made  were  for  the  present  maximum  limit  of  3  years. 
It  is  recognized  that  loans  for  home  improvement  could  be  made  to  a  better 
advantage  if  the  maturity  limit  were  extended.  However,  we  should  not  be  un¬ 
mindful  of  the  correlation  between  liquidity  and  loan  maturities.  Certainly  the 
key  to  proper  liquidity  and  solvency  is  the  systematic  amortization  of  loan  re¬ 
ceivables.  These  considerations  would  suggest  that  required  amortization  be  a 
condition  for  approval  of  an  increase  of  loan  maturities  and  we  would  suggest 
an  amendment  which  would  provide  authority  to  make  loans  with  maturities 
not  exceeding  5  years  which  shall  be  amortized  by  equal  payments  of  principal 
together  with  interest  during  the  term  of  the  loan  to  be  made  not  less  frequently 
than  annually. 

2.  Section  4  is  intended  to  provide  the  specific  authority  for  Federal  credit 
unions  to  cash  and  sell  checks  and  to  make  a  reasonable  charge  therefor.  Cer¬ 
tainly  the  demand  for  such  authority  is  not  widespread.  The  convenience  to 
members  is  not  questioned  but  these  activities  have  been  known  to  impose  a  sub¬ 
stantial  workload  upon  the  credit  unions  even  to  the  point  of  interfering  with 
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the  normal  activities  of  thrift  and  loan  services.  We  find  little  justification  for 
rendering  this  service  to  “individuals  eligible  to  become  members”  as  proposed. 
Legally  and  traditionally  credit  unions  do  business  with  members  only  and  we 
do-  not  believe  that  an  exception  in  this  area  would  be  justified.  We  do  not 
believe  that  credit  union  members  should  be  required  to  pay  a  fee  for  a 
check  which  represents  a  withdrawal  from  their  share  accounts  or  for  the  pro¬ 
ceeds  of  loan  transactions  by  the  members.  In  view  of  these  considerations  and 
further  to  cope  with  the  hazards  which  are  inherent  in  these  activities  we  would 
suggest  adoption  of  this  proposal  only  if  the  authority  is  limited  !to  service  to 
members  and  made  subject  to  rules  and  regulations  of  the  Director  designed 
to  safeguard  the  credit  union  and  the  members’  interests. 

3.  Section  5  provides  for  the  appointment  of  the  supervisory  committee  and 
the  duties  and  powers  of  that  committee.  The  provisions  of  this  section  repre¬ 
sent  a  substantial  departure  from  the  traditional  election  of  the  Supervisory 
committee  by  the  members  to  the  proposed  appointment  by  the  president  subject 
to  ratification  by  the  board,  which  in  turn  identifies  the  committee  with  those 
responsible  for  the  general  management  rather  than  with  the  membership  and 
independent  of  management.  We  are  aware  of  the  fact  that  there  are  good 
arguments  for  making  management  more  directly  responsible  for  internal  audit 
and  control  and  consideration  is  also  being  given  to  alternative  methods  of  audit 
and  control.  Our  chief  concern  is  that  Federal  credit  unions  will  have  the  bene¬ 
fit  of  adequate  and  efficient  audit  and  control.  We  do  not  believe  that  the  presi¬ 
dent,  who  is  an  officer,  should  select  the  members  of  the  supervisory  committee 
who  will  be  auditing  his  administration  and  we  would  therefore  suggest  an 
amendment  to  provide  for  a  supervisory  committee  of  three  members  to  be 
elected  by  the  board  of  directors. 

If  the  method  of  election  of  the  members  of  the  supervisory  committee  is  modi¬ 
fied  we  would  suggest  amendment  of  section  5(b)  to  delete  the  authority  of  the 
president  to  suspend  members  of  the  supervisory  committee.  This  would  leave 
suspension  action  by  either  the  supervisory  committee  or  the  board  subject  to 
the  approval  of  the  members.  Moreover,  unless  ultimate  authority  heyp  resides 
in  the  membership  there  could  arise  the  untenable  situation  of  cross  suspensions 
with  the  membership  able  to  decide  only  one. 

4.  Section  7(a)  incorporates  an  entirely  new  concept  of  approval  of  applica¬ 
tions  for  membership  by  permitting  the  board  of  directors  to  delegate  to  the 
membership  chairman  authority  to  act  upon  such  applications.  This  proposal 
is  made  to  eliminate  the  need  for  holding  applications  for  membership  for  action 
until  the  next  regular  monthly  meeting  of  the  board  and  to  avoid  the  necessity  of 
convening  a  special  meeting  of  the  board  to  approve  such  applications  at  an 
earlier  date.  We  agree  that  election  to  membership  may  reasonably  be  made  by 
a  committee  or  by  an  individual  and  accordingly  have  no  reservation  concerning 
the  objective  of  this  proposal.  We  do,  however,  suggest  the  necessity  for  in¬ 
corporating  the  following  limitations  and  additions: 

•  ( «  )  If  the  delegation  is  to  an  individual  such  person  should  not  be  the  treasurer 
or  assistant  treasurer  as  specified,  and  neither  should  he  be  the  loan  officer  as 
provided  for  in  section  8.  This  exclusion  would  avoid  the  possibility  of  one-man 
control. 

(6)  The  language  of  this  section  should  specifically  provide  that  all  applica¬ 
tions  for  membership  not  approved  by  the  committee  or  membership  chairman 
shall  be  presented  to  and  acted  upon  by  the  board  of  directors. 

(c)  It  appears  to  us  that  there  are  additional  areas  in  which  an  executive  com¬ 
mittee  made  up  of  a  number  of  the  members  of  the  board  could  effectively  function 
under  a  limited  delegation  by  the  board.  Such  areas  would  include  the  buying 
and  selling  of  the  securities  which  are  specifically  prescribed  in  section  7  of  the 
Federal  Credit  Union  Act  as  authorized  investments  for  Federal  credit  unions. 
The  language  of  this  proposed  section  would  not  appear  to  permit  delegation  to  an 
executive  committee  and  we  would  suggest  such  a  revision  so  that  if  the  board 
so  desired  specific  delegations,  including  acting  upon  applications  for  membership, 
could  be  handled  by  an  executive  committee  of  the  board. 

5.  Section  8  of  the  bill  authorizes  the  credit  committee  to  delegate  to  a  loan 
officer  power  to  approve  loans  up  to  the  unsecured  loan  limit.  The  loan  officer 
proposal  is  justified  by  the  fact  that  the  volume  of  loan  applications  in  some 
Federal  credit  unions  is  rather  large  and  the  credit  committee,  which  is  not 
compensated,  finds  it  difficult  to  give  the  time  needed  to  render  prompt  loan 
service  in  many  emergencies.  We  acknowledge  the  need  for  some  relief  in  this 
area  and  in  fact  have  advocated  such  a  delegation  providing  the  delegated  au¬ 
thority  was  held  within  well-defined  limitations.  A  recent  study  of  loans  made 
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by  Federal  credit  unions  indicates  that  loans  of  $500  and  less  accounted  for 
06.4  percent  of  the  total  number  of  loans  made.  It  appears  that  a  delegation  for 
loans  of  $500  and  less  would  give  substantial  relief  to  the  credit  committee  in 
the  matter  of  volume  of  applications  and  at  the  same  time  facilitate  loan  serv¬ 
ice.  We  do  not  believe  it  desirable  to  establish  a  direct  relationship  between  the 
unsecured  loan  limit  and  approval  of  loans  by  a  loan  officer.  Loans  of  less  than 
the  statutory  loan  limit  may  well  require  as  much  or  more  consideration  as 
those  of  larger  amounts.  We  believe  it  desirable  to  retain  the  credit  committee 
consideration  of  larger  loans  and  accordingly  suggest  that  adequate  relief  to  the 
credit  committee  and  prompt  service  to  the  borrowers  could  be  attained  by 
limiting  the  delegation  of  authority  to  the  loan  officer  to  those  applications  for 
loans  of  $500  and  less. 

0.  Section  9  would  increase  the  unsecured  loan  limit  from  $400,  as  now  pro¬ 
vided,  to  $1,000.  The  unsecured  loan  limit  has  been  progressively  increased 
by  action  of  the  Congress  from  an  initial  amount  of  $50  in  1934  to  $100  in  1940, 
$300  in  1946,  and  $400  in  1949.  We  are  quite  proud  of  the  loan  experience  and 
we  believe  that  this  experience  would  support  some  upward  revision.  On  the 
other  hand,  we  are  not  aware  of  any  hardship  for  credit  union  members  because 
of  the  limit  placed  upon  unsecured  loans.  In  fact  the  loan  study  made  revealed 
that  46.2  percent  of  the  total  number  of  loans  made  were  unsecured  and  that 
the  average  unsecured  loan  made  was  $245.  A  1956  summary  of  State  laws 
governing  State-chartered  credit  unions  indicates  that  in  those  29  States  and 
the  District  of  Columbia  in  which  there  is  a  statutory  unsecured  loan  limit — 

(a)  Only  one  State  (New  York)  has  a  limit  in  excess  of  $500  and  that 
is  $1,000  which  applies  only  to  credit  unions  having  capital  of  $2  million 
or  more ; 

(b)  Eight  States  (California,  Connecticut,  Illinois,  Missouri,  Oregon, 
Utah,  Washington,  Wisconsin)  have  an  unsecured  loan  limit  of  $500;  and 

(c)  19  States  have  lower  limits  ($50  to  $400). 

It  appears  inevitable  that  larger  unsecured  loans  will  increase  the  risk  for 
Federal  credit  unions  especially  if  loan  maturities  are  increased  to  5  years.  For 
all  these  reasons  we  believe  that  an  increase  in  the  unsecured  loan  limit  to 
$500  would  certainly  impose  no  hardship  on  any  credit  union  member  and  would 
not  likely  of  itself,  adversely  affect  the  loss  experience  of  Federal  credit  unions 
but  would  give  some  additional  latitude  in  the  extension  of  unsecured  credit. 
We,  therefore,  recommend  a  limit  of  $500  for  unsecured  loans. 

7.  Section  14  provides  authority  for  conversion  from  a  Federal  to  a  State 
credit  union  and  from  a  State  to  a  Federal  credit  union.  Actually  we  have  had 
no  problem  in  this  area.  Since  1934  there  have  been  27  Federal  credit  unions 
that  changed  to  a  State  charter  for  a  number  of  reasons.  Three  converted  so 
that  the  officials  could  engage  in  the  sale  of  insurance  to  members.  Federal 
credit  unions,  their  officials,  or  employees,  many  not  profit  from  insurance  sales 
arising  out  of  credit  union  transactions.  We  further  require  that  borrowers 
must  be  permitted  a  free  choice  in  selecting  an  insurance  company  when  insurance 
of  the  property  pledged  to  the  Federal  credit  union  is  required.  Another  14 
Federal  credit  unions  have  changed  to  State  charter  in  order  to  make  long-term 
real  estate  mortgage  loans.  Another  10  appear  to  have  changed  for  miscellaneous 
reasons.  We  have  no  objection  to  conversion  from  a  Federal  charter ;  however, 
we  believe  that  any  legislation  authorizing  conversion  from  Federal  to  State 
charter  should  require  the  affirmative  vote  of  at  least  a  majority  of  the  member¬ 
ship,  either  in  person  or  in  writing. 

There  have  been  17  cases  in  which  credit  unions  operating  under  State  law 
have  requested  Federal  charters.  In  most  cases  these  credit  unions  served  or 
desired  to  serve  employees  of  an  employer  whose  business  activities  extended 
beyond  State  boundaries  and  they  were  precluded  from  such  operation  by  State 
law.  These  credit  unions,  with  the  approval  of  the  State  supervising  authority, 
sought  a  Federal  charter  and,  since  they  met  the  qualifications  of  the  Federal 
Credit  Union  Act,  Federal  charters  were  issued.  We  would  not  accept  any  credit 
union  which  would  seek  to  avoid  proper  supervision  and  regulation  by  a  State 
authority.  Nor  do  we  desire  to  compete  with  any  State  in  the  chartering  of 
credit  unions.  It  seems  to  us,  however,  that  the  proposed  language  fails  to 
provide  for  the  same  investigation  and  qualifications  for  Federal  charters  under 
this  procedure  as  required  for  other  applicants  for  Federal  charters.  Accord¬ 
ingly,  we  would  suggest  that  the  organization  certificate  filed  with  the  Bureau 
by  a  State  credit  union  should  be  subject  to  the  same  approval  required  by  the 
act  for  individuals  seeking  an  original  Federal  charter,  and  that  such  approval 
should  be  conditioned  upon  the  Director  being  satisfied  that  all  the  requirements 
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of  the  act  have  beeen  complied  with,  not  merely  upon  completion  of  the  three 
formal  steps  as  now  apparently  provided  in  the  bill. 

The  following  proposals  seem  to  us  either  unnecessary  or  undesirable  and  we 
would  accordingly  recommend  against  their  enactment. 

Proposed  amendments  to  sections  2,  9,  10,  and  11(d)  of  the  Federal  Credit 
Union  Act  introduce  new  authority  for  the  chartering  of  and  operation  of  Federal 
central  credit  unions  which  are  chiefly  distinguished  by  their  inclusion  of  credit 
unions  organized  under  Federal  and  State  law  as  members.  The  proposed  new 
section  7(e)  would  permit  Federal  credit  unions  to  invest  unlimited  funds,  in 
the  shares  of  Federal  and  State  central  credit  unions.  Actually  these  proposals 
add  very  little  flexibility  for  Federal  credit  unions.  The  present  act  permits 
Federal  credit  unions  to  borrow  from  any  source.  It  also  permits  them  to  make 
loans  to  other  credit  unions.  In  addition  there  are  officers  credit  unions  which 
provide  additional  sources  of  borrowing  for  the  officials  who  are  limited  in  their 
borrowing  from  their  own  credit  union.  It  is  acknowledged  that  a  number  of  the 
States  do  permit  the  organization  of  central  credit  unions  and  the  investment 
therein  by  State-chartered  credit  unions.  It  seems,  however,  that  through  this 
vehicle  there  has  developed  in  an  unorganized  manner  a  quasi-central  system 
which  in  times  of  economic  stress  could  not  meet  the  real  need  of  credit  unions 
for  a  source  of  discount  which  would  permit  them  to  maintain  the  liquidity 
necessary  to  adequately  serve  their  members.  Certainly  central  credit  unions 
which  operate  under  the  same  statutory  provisions  as  other  credit  unions  could 
I  *|  not  hope  to  service  any  more  effectively  the  needs  of  credit  unions  than  the 
Y  '  facilities  that  are  now  available. 

We  do  not  believe  that  a  strong  case  could  be  made  for  unlimited  investment 
by  Federal  credit  unions  in  shares  of  central  credit  unions  in  order  to  obtain 
a  greater  yield  from  investments.  We  believe  that  experience  has  indicated 
that  central  credit  unions  could  not  pay  a  higher  rate  of  dividend  than  the  yield 
normally  returned  by  the  presently  permitted  investments. 

In  view  of  these  considerations  we  do  not  feel  that  legislation  to  permit  the 
organization  of  Federal  central  credit  unions  and  to  permit  Federal  credit 
unions  to  invest  unlimited  amounts  in  shares  of  central  credit  unions  is  either 
necessary  or  desirable  and  we  would,  therefore,  not  recommend  these  proposals 
for  adoption. 

Section  11  proposes  a  new  subsection  (h)  to  section  16  of  the  Federal  Credit 
Union  Act  and  provides  that  in  every  case  of  an  adjudication  by  the  Director 
under  this  act,  determination  shall  be  made  on  the  record  after  giving  the 
opportunity  for  a  hearing  to  all  persons  and  credit  unions  who  may  be  directly 
affected  by  any  order  that  may  be  issued  as  a  result  of  such  adjudication.  First, 
we  are  not  aware  of  any  expressed  desire  for  this  provision  by  Federal  credit 
unions.  Further,  we  do  not  believe  that  the  absence  of  this  requirement  during 
the  25-year  history  of  Federal  credit  unions  has  presented  any  problem  for  either 
the  Federal  credit  unions  or  the  Bureau.  In  view  of  the  fact  that  the  Bureau 
operates  without  an  appropriation  of  Treasury  funds  we  are  especially  concerned 
with  the  additional  time  and  expense  that  would  be  entailed.  The  funds  that 
support  the  Bureau  come  directly  from  the  fees  paid  by  Federal  credit  unions 
rk\and  we  would  not  be  able  to  assume  any  additional  items  of  expense  without 
|[l/an  increase  in  the  fees  charged.  Certainly,  if  future  growth  of  Federal  credit 
unions  indicates  the  desirability  of  such  a  provision  we  would  favor  its  adoption, 
but  for  the  reasons  stated  we  would  not  favor  its  adoption  at  this  time. 

We  would  therefore  recommend  that  the  bill,  modified  as  suggested  above,  be 
enacted  by  the  Congress. 

The  Bureau  of  the  Budget  advises  that  it  perceives  no  objection  to  the  trans¬ 
mission  of  this  report  to  your  committee. 

Sincerely  yours, 

Arthur  S.  Flemming,  Secretary. 


Department  of  Health,  Education,  and  Welfare, 

Washington,  D.C.,  June  12, 1959. 


;  Hon.  A.  Willis  Robertson, 

j  Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  This  letter  is  in  response  to  your  request  of  May  20, 
1959,  for  a  report  on  S.  1985,  a  bill  to  amend  the  Federal  Credit  Union  Act. 

This  bill  proposes  23  substantive  changes  in  the  Federal  Credit  Union  Act — 
some  of  which  were  originally  suggested  to  the  Congress  by  the  Department 
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of  Health,  Education,  and  Welfare  as  a  part  of  the  Financial  Institutions  Act 
(S.  1451  and  H.R.  7026,  85th  Cong.). 

We  would  favor  without  modification  the  following  12  proposals : 

1.  To  change  references  from  “Farm  Credit  Administration,”  “Federal  Deposit 
Insurance  Corporation,”  and  “Federal  Security  Agency”  to  “Department  of 
Health,  Education,  and  Welfare”  (sec.  2,  sec.  3). 

2.  To  permit  loans  to  directors  and  committee  members  up  to  the  amount  of 
their  shareholdings  in  the  credit  union  as  now  provided,  plus  the  total  unen¬ 
cumbered  and  unpledged  shareholdings  in  the  Federal  credit  union  of  any  member 
pledged  as  seeuritv  for  the  obligation  of  such  director  or  member  of  committee 
(sec.  8(5)). 

3.  To  permit  the  election  of  more  than  one  vice  president  (sec.  13). 

4.  To  change  the  title  of  the  position  now  designated  as  “clerk”  to  “secretary” 
(sec.  13). 

5.  The  new  provision  that  “no  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such”  incorporates  in  the  law  a  limitation  now  prescribed 
by  the  bylaws  and  accepted  practice  (sec.  13) . 

6.  To  provide  specific  authority  for  the  board  to  compensate  the  necessary 
clerical  and  auditing  assistance  requested  by  the  supervisory  committee  and  the 
authority  for  the  board  to  compensate  loan  officers  appointed  by  the  credit 
committee  (sec.  14). 

7.  To  specify  that  dividends  may  be  declared  by  the  board  of  directors  instead 
of  by  the  members  as  now  provided  (sec.  18) . 

8.  To  provide  that  the  bylaws  may  specify  semiannual  dividends  rather  than 
the  present  limitation  to  annual  dividends  (sec.  18) . 

9.  To  permit  dividend  credit  for  a  full  month  on  those  shares  which  are  or 
become  fully  paid  up  during  the  first  5  days  of  that  month  (sec.  18). 

10.  To  permit  allocation  of  space  in  Federal  buildings  to  those  credit  unions 
having  a  membership  composed  of  at  least  95  percent  of  Federal  employees 
instead  of  the  present  requirement  that  the  membership  be  composed  exclusively 
of  Federal  employees  (sec.  25). 

11.  A  provision  which  will  make  robbery  of  a  Federal  credit  union  a  crime 
under  Federal  statute  ( sec.  27 ) . 

12.  To  extend  the  Federal  Credit  Union  Act  to  the  several  Territories  and 
the  several  possessions  in  addition  to  the  several  States,  the  District  of  Colum¬ 
bia,  the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico  (sec.  28)  . 

We  would  have  no  objection  to  the  following  seven  changes  subject  to  the 
suggested  amendments  and  modifications : 

1.  Section  8(5)  would  extend  the  loan  maturity  from  3  years  to  5  years.  We 
are  not  aware  of  a  great  need  for  extended  loan  maturities.  In  fact  a  recent 
study  of  loans  made  by  Federal  credit  unions  indicates  that  only  about  10  per¬ 
cent  of  the  total  number  of  loans  made  were  for  the  present  maximum  limit  of 
3  years.  It  is  recognized  that  loans  for  home  improvements  could  be  made  to 
a  better  advantage  if  the  maturity  limit  were  extended.  However,  we  should 
not  be  unmindful  of  the  correlation  between  liquidity  and  loan  maturities. 
Certainly  the  key  to  proper  liquidity  and  solvency  is  the  systematic  amortiza¬ 
tion  of  loan  receivables.  These  considerations  would  suggest  that  required 
amortization  be  a  condition  for  approval  of  an  increase  of  loan  maturities  and 
we  would  suggest  an  amendment  which  would  provide  authority  to  make  loans 
with  maturities  not  exceeding  5  years  which  shall  be  amortized  by  equal  pay¬ 
ments  of  principal  together  with  interest  during  the  term  of  the  loan  to  be  made 
not  less  frequently  than  annually. 

2.  Section  8(12)  is  intended  to  provide  the  specific  authority  for  Federal  credit 
unions  to  cash  and  sell  checks  and  to  make  a  reasonable  charge  therefor.  Cer¬ 
tainly  the  demand  for  such  authority  is  not  widespread.  The  convenience  to 
members  is  not  questioned  but  these  activities  have  been  known  to  impose  a 
substantial  workload  upon  the  credit  unions  even  to  the  point  of  interfering 
with  the  normal  activities  of  thrift  and  loan  services.  We  find  little  justifica¬ 
tion  for  rendering  this  service  to  “individuals  eligible  to  become  members”  as 
proposed.  Legally  and  traditionally  credit  unions  do  business  with  members 
only  and  we  do  not  believe  that  an  exception  in  this  area  would  be  justified. 
We  do  not  believe  that  credit  union  members  should  be  required  to  pay  a  fee 
for  a  check  which  represents  a  withdrawal  from  their  share  accounts  or  for 
the  proceeds  of  loan  transactions  by  the  members.  In  view  of  these  considera¬ 
tions  and  further  to  cope  with  the  hazards  which  are  inherent  in  these  activities* 
we  would  suggest  adoption  of  this  proposal  only  if  the  authority  is  limited  to 
service  to  members  and  made  subject  to  rules  and  regulations  of  the  Director 
designed  to  safeguard  the  credit  union  and  the  members’  interests. 
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3  Sections  12  and  16  provide  for  the  appointment  of  the  supervisory  com¬ 
mittee  and  the  duties  and  powers  of  that  committee.  The  provisions  of  section 
12  represent  a  substantial  departure  from  the  traditional  election  of  the  super¬ 
visory  committee  by  the  members  to  the  proposed  appointment  by  the  presi¬ 
dent  subject  to  ratification  by  the  board,  which  in  turn  identifies  the  committee 
with  those  responsible  for  the  general  management  rather  than  with  the  meni' 
bership  and  independent  of  management.  We  are  aware  of  the  fact  that  there 
are  good  arguments  for  making  management  more  directly  responsible  for  in- 
ternal  audit  and  control  and  consideration  is  also  being  given  to  alternative 
methods  of  audit  and  control.  Our  chief  concern  is  that  Federal  credit  unions 
will  have  the  benefit  of  adequate  and  efficient  audit  and  control.  W  e  do  not 
believe  that  the  president,  who  is  an  officer,  should  select  the  members  of  the 
supervisory  committee  who  will  be  auditing  his  administration  and  we  w  ould 
therefore  suggest  an  amendment  to  provide  for  a  supervisory  committee  of 
three  members  to  be  elected  by  the  board  of  directors. 

If  the  method  of  election  of  the  members  of  the  supervisory  committee  is 
modified  we  would  suggest  amendment  of  section  16  to  delete  the  authority 
of  the  president  to  suspend  members  of  the  supervisory  committee.  This  would 
leave  suspension  action  by  either  the  supervisory  committee  or  the  board  sub¬ 
ject  to  the  approval  of  the  members.  Moreover,  unless  ultimate  authority  here 
resides  in  the  membership  there  could  arise  the  untenable  situation  of  cross¬ 


suspensions  with  the  membership  able  to  decide  only  one. 

4.  Section  14  incorporates  an  entirely  new  concept  of  approval  of  applications 
for  membership  by  permitting  the  board  of  directors  to  delegate  to  the  mem¬ 
bership  chairman  authority  to  act  upon  such  applications.  This  proposal  is 
made  to  eliminate  the  need  for  holding  applications  for  membership  for  action 
until  the  next  regular  monthly  meeting  of  the  board  and  to  avoid  the  necessity 
of  convening  a  special  meeting  of  the  board  to  approve  such  applications  at  an 
earlier  date.  We  agree  that  election  to  membership  may  reasonably  be  made 
by  a  committee  or  by  an  individual  and  accordingly  have  no  reservation  con¬ 
cerning  the  objective  of  this  proposal.  We  do,  however,  suggest  the  necessity 
for  incorporating  the  following  limitations  and  additions : 

(а)  If  the  delegation  is  to  an  individual  such  person  should  not  be  the 
treasurer  or  assistant  treasurer  as  specified,  and  neither  should  he  be  the 
loan  officer  as  provided  for  in  section  15.  This  exclusion  would  avoid  the 
possibility  of  one-man  control. 

(б)  The  language  of  this  section  should  specifically  provide  that  all  ap¬ 
plications  for  membership  not  approved  by  the  committee  or  membership 
chairman  shall  be  presented  to  and  acted  upon  by  the  board  of  directors. 

(c)  It  appears  to  us  that  there  are  additional  areas  in  which  an  execu¬ 
tive  committee  made  up  of  a  number  of  the  members  of  the  board  could 
effectively  function  under  a  limited  delegation  by  the  board.  Such  areas 
would  include  the  buying  and  selling  of  the  securities  which  are  specifically 
prescribed  in  section  8  as  authorized  investments  for  Federal  credit  unions. 
The  language  of  this  proposed  section  would  not  appear  to  permit  dele¬ 
gation  to  an  executive  committee  and  we  would  suggest  such  a  revision 
so  that  if  the  board  so  desired  specific  delegations,  including  acting  upon 
applications  for  membership,  could  be  handled  by  an  executive  committee 
of  the  board. 

5.  Section  15  of  the  bill  authorizes  the  credit  committee  to  delegate  to  a 
loan  officer  power  to  approve  loans  up  to  the  unsecured  loan  limit.  This  same 
section  also  proposes  to  increase  the  unsecured  loan  limit  from  $400  to  $1,000. 
The  loan  officer  proposal  is  justified  by  the  fact  that  the  volume  of  loan  applica¬ 
tions  in  some  Federal  credit  unions  is  rather  large  and  the  credit  committee, 
which  is  not  compensated,  finds  it  difficult  to  give  the  time  needed  to  render 
prompt  loan  service  in  many  emergencies.  We  acknowledge  the  need  for  some 
relief  in  this  area  and  in  fact  have  advocated  such  a  delegation  providing  the 
delegated  authority  was  held  within  well-defined  limitations.  A  recent  study 
of  loans  made  by  Federal  credit  unions  indicates  that  loans  of  $500  and  less 
accounted  for  66.4  percent  of  the  total  number  of  loans  made.  It  appears  that 
a  delegation  for  loans  of  $500  and  less  would  give  substantial  relief  to  the  credit 
committee  in  the  matter  of  volume  of  applications  and  at  the  same  time  facili¬ 
tate  loan  service.  We  do  not  believe  it  desirable  to  establish  a  direct  relation¬ 
ship  between  the  unsecured  loan  limit  and  approval  of  loans  by  a  loan  officer. 
Loans  of  less  than  the  statutory  loan  limit  may  well  require  as  much  or  more 
consideration  as  those  of  larger  amounts.  We  believe  it  desirable  to  retain 
the  credit  committee  consideration  of  larger  loans  and  accordingly  suggest  that 
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adequate  relief  to  the  credit  committee  and  prompt  service  to  the  borrowers 
could  be  attained  by  limiting  the  delegation  of  authority  to  the  loan  officer  to 
those  applications  for  loans  of  $500  or  less. 

6.  Section  15  as  drafted  would  increase  the  unsecured  loan  limit  from  $400, 
as  now  provided,  to  $1,000.  The  unsecured  loan  limit  has  been  progessively  in¬ 
creased  by  action  of  the  Congress  from  an  initial  amount  of  $50  in  1934  to  $100 
in  1940,  $300  in  1946,  and  $400  in  1949.  We  are  quite  proud  of  the  loan  expe¬ 
rience  and  we  believe  that  this  experience  would  support  some  upward  re¬ 
vision.  On  the  other  hand,  we  are  not  aware  of  any  hardship  for  credit  union 
members  because  of  the  limit  placed  upon  unsecured  loans.  In  fact  the  loan 
study  made  revealed  that  46.2  percent  of  the  total  number  of  loans  made  were 
unsecured  and  that  the  average  unsecured  loan  made  was  $245.  A  1956  sum¬ 
mary  of  State  laws  governing  State-chartered  credit  unions  indicates  that  in 
those  29  States  and  the  District  of  Columbia  in  which  there  is  a  statutory  unse¬ 
cured  loan  limit : 

(a)  Only  one  State  (New  York)  has  a  limit  in  excess  of  $500  and  that 
is  $1,000  which  applies  only  to  credit  unions  having  capital  of  $2  million 
or  more, 

( b )  Eight  States  ( California,  Connecticut,  Illinois,  Missouri,  Oregon, 
Utah,  Washington,  Wisconsin)  have  an  unsecured  loan  limit  of  $500,  and 

( c )  Nineteen  States  have  lower  limits  ($50  to  $400) . 

It  appears  inevitable  that  larger  unsecured  loans  will  increase  the  risk  for 
Federal  credit  unions  especially  if  loan  maturities  are  increased  to  5  years.  For 
all  these  reasons  we  believe  that  an  increase  in  the  unsecured  loan  limit  to  $500 
would  certainly  impose  no  hardship  on  any  credit  union  member  and  would 
not  likely  of  itself,  adversely  affect  the  loss  experience  of  Federal  credit  unions 
but  would  give  some  additional  latitude  in  the  extension  of  unsecured  credit. 
We,  therefore,  recommend  a  limit  of  $500  for  unsecured  loans. 

7.  Section  26  provides  authority  for  conversion  from  a  Federal  to  a  State 
credit  union  and  from  a  State  to  a  Federal  credit  union.  Actually  we  have 
had  no  problem  in  this  area.  Since  1934  there  have  been  27  Federal  credit 
unions  that  changed  to  a  State  charter  for  a  number  of  reasons.  Three  converted 
so  that  the  officials  could  engage  in  the  sale  of  insurance  to  members.  Federal 
credit  unions,  their  officials  or  employees  may  not  profit  from  insurance  sales 
arising  out  of  credit  union  transactions.  We  further  require  that  borrowers 
must  be  permitted  a  free  choice  in  selecting  an  insurance  company  when  insur¬ 
ance  of  the  property  pledged  to  the  Federal  credit  union  is  required.  Another 
14  Federal  credit  unions  have  changed  to  State  charter  in  order  to  make  long¬ 
term  real  estate  mortgage  loans.  Another  10  appear  to  have  changed  for  mis¬ 
cellaneous  reasons.  We  have  no  objection  to  conversion  from  a  Federal  charter, 
however,  we  believe  that  any  legislation  authorizing  conversion  from  Federal 
to  State  charter  should  require  the  affirmative  vote  of  at  least  a  majority  of  the 
membership,  either  in  person  or  in  writing. 

There  have  been  17  cases  in  which  credit  unions  operating  under  State  law 
have  requested  Federal  charters.  In  most  cases  these  credit  unions  served  or 
desired  to  serve  employees  of  an  employer  whose  business  activities  extended 
beyond  State  boundaries  and  they  were  precluded  from  such  operation  by  State 
law.  These  credit  unions,  with  the  approval  of  the  State  supervising  authority, 
sought  a  Federal  charter  and,  since  they  met  the  qualifications  of  the  Federal 
Credit  Union  Act,  Federal  charters  were  issued.  We  would  not  accept  any 
credit  union  which  would  seek  to  avoid  proper  supervision  and  regulation  by  a 
State  authority.  Nor  do  we  desire  to  compete  with  any  State  in  the  chartering 
of  credit  unions.  It  seems  to  us,  however,  that  the  proposed  language  fails  to 
provide  for  the  same  investigation  and  qualification  for  Federal  charters  under 
this  procedure  as  are  specified  in  sections  5  and  10  for  other  applicants  for 
Federal  charters.  Accordingly,  we  would  suggest  that  the  organization  certifi¬ 
cate  filed  with  the  Bureau  by  a  State  credit  union  should  be  subject  to  the  same 
approval  required  by  the  act  for  individuals  seeking  an  original  Federal  charter, 
and  that  such  approval  should  be  conditioned  upon  the  Director  being  satisfied 
that  all  the  requirements  of  the  act  have  been  complied  with,  not  merely  upon 
completion  of  the  three  formal  steps  as  now  apparently  provided  in  the  bill. 

The  following  proposals  seem  to  us  either  unnecessary  or  undesirable  and  we 
woidd  accordingly  recommend  against  their  enactment. 

Sections  2,  10  and  11  introduce  new  authority  for  the  chartering  of  and  opera¬ 
tion  of  Federal  central  credit  unions  which  are  chiefly  distinguished  by  their 
inclusion  of  credit  unions  organized  under  Federal  and  State  law  as  members. 
Section  8(7)  (e)  would  permit  Federal  credit  unions  to  invest  unlimited  funds, 
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iii  the  shares  of  Federal  and  State  central  credit  unions.  Actually  these  pro¬ 
posals  add  very  little  flexibility  for  Federal  credit  unions.  The  present  act  per¬ 
mits  Federal  credit  unions  to  borrow  from  any  source.  It  also  permits  them  to 
make  loans  to  other  credit  unions.  In  addition  there  are  officers  credit  unions 
which  provide  additional  sources  of  borrowing  for  the  officials  who  are  limited 
in  their  borrowing  from  their  own  credit  union.  It  is  acknowledged  that  a 
number  of  the  States  do  permit  the  organization  of  central  credit  unions  and  the 
investment  therein  by  State  chartered  credit  unions.  It  seems,  however,  that 
through  this  vehicle  there  has  developed  in  an  unorganized  manner  a  quasi¬ 
central  system  which  in  times  of  economic  stress  could  not  meet  the  real  need 
of  credit  unions  for  a  source  of  discount  which  would  permit  them  to  maintain 
the  liquidity  necessary  to  adequately  serve  their  members.  Certainly  central 
credit  unions  which  operate  under  the  same  statutory  provisions  as  other  credit 
unions  could  not  hope  to  service  any  more  effectively  the  needs  of  credit  unions 
than  the  facilities  that  are  now  available. 

We  do  not  believe  that  a  strong  case  could  be  made  for  unlimited  investment 
by  Federal  credit  unions  in  shares  of  central  credit  unions  in  order  to  obtain  a 
greater  yield  from  investments.  We  believe  that  experience  has  indicated  that 
central  credit  unions  could  not  pay  a  higher  rate  of  dividend  than  the  yield 
normally  returned  by  the  presently  permitted  investments. 

In  view  of  these  considerations  we  do  not  feel  that  legislation  to  permit  the 
organization  of  Federal  central  credit  unions  and  to  permit  Federal  credit 
unions  to  invest  unlimited  amounts  in  shares  of  central  credit  unions  is  either 
necessary  or  desirable  and  we  would,  therefore,  not  recommend  these  proposals 
for  adoption. 

Section  19  proposes  a  review  by  the  Director  if  an  expelled  member  requests 
it  within  30  days  after  his  expulsion  by  the  members  of  the  Federal  credit  union. 
The  scope  of  this  review  and  its  consequences  are  not  specified  in  the  bill.  If  all 
that  is  intended  is  a  limited  review  of  the  legality  under  the  act  and  the  bylaws 
of  the  procedure  taken  in  the  expulsion  action,  we  believe  the  amendment  is  un¬ 
necessary.  Authority  already  exists  under  the  law  for  us  to  take  action  in  case 
of  violations  of  the  law  or  of  the  bylaws,  and  the  severity  of  the  only  available 
sanction  (revocation  of  the  charter — the  bill  apparently  proposes  no  alternative) 
provides  a  strong  deterrent  and  makes  for  very  rare  use  of  the  authority.  Any 
member  of  a  Federal  credit  union  is  free  to  call  to  our  attention  any  violation 
of  which  he  is  aware — whether  in  connection  with  his  expulsion  or  otherwise — 
and  request  an  investigation.  The  Bureau  has  never  been  reluctant  to  conduct 
such  investigations' and  to  attempt  to  correct  any  violations  of  the  law  or  bylaws. 

If,  however,  it  is  intended  that  the  review  is  to  include  consideration  of  the 
merits  of  the  dismissal,  we  would  be  opposed  to  it  as  unduly  interfering  with 
the  rights  of  the  credit  union,  since  expulsion  must  be  preceded  by  a  two-thirds 
vote  of  the  members  present  at  a  special  meeting  properly  called  for  that  purpose 
and  after  an  opportunity  for  the  member  involved  to  be  heard.  The  absence  of 
standards  in  the  act  with  respect  to  the  right  of  a  member  to  retain  his  member¬ 
ship  would  be  an  added  ground  for  recommending  against  the  proposal. 

A  new  subsection  (i)  added  to  section  21  provides  that  in  every  case  of  an 
adjudication  by  the  Director  under  this  act,  determination  shall  be  made  on  the 
record  after  giving  the  opportunity  for  a  hearing  to  all  persons  and  credit  unions 
who  may  be  directly  affected  by  any  order  that  may  be  issued  as  a  result  of  such 
adjudication.  First  we  are  not  aware  of  any  expressed  desire  for  this  provision 
by  Federal  credit  unions.  Further,  we  do  not  believe  that  the  absence  of  this 
requirement  during  the  25-year  history  of  Federal  credit  unions  has  presented 
any  problem  for  either  the  Federal  credit  unions  or  the  Bureau.  In  view  of  the 
fact  that  the  Bureau  operates  without  an  appropriation  of  Treasury  funds  we 
are  especially  concerned  with  the  additional  time  and  expense  that  would  be 
entailed.  The  funds  that  support  the  Bureau  come  directly  from  the  fees  paid 
by  Federal  credit  unions  and  we  would  not  be  able  to  assume  any  additional 
items  of  expense  without  an  increase  in  the  fees  charged.  Certainly,  if  future 
growth  of  Federal  credit  unions  indicates  the  desirability  of  such  a  provision 
we  would  favor  its  adoption,  but  for  the  reasons  stated  we  would  not  favor  its 
adoption  at  this  time. 

We  would  therefore  recommend  that  the  bill,  modified  as  suggested  above,  be 
enacted  by  the  Congress. 

The  Bureau  of  the  Budget  advises  that  it  perceives  no  objection  to  the  trans¬ 
mission  of  this  report  to  your  Committee. 

Sincerely  yours, 


Arthur  S.  Flemming,  Secretary. 


32 


FEDERAL  CREDIT  UNION  ACT 


Department  of  Health,  Education,  and  Welfare, 

Washington,  August  21, 1959. 

Hon.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  This  letter  is  in  response  to  your  request  of  August  5, 
1959,  for  a  report  on  H.R.  8305,  a  bill  to  amend  the  Federal  Credit  Union  Act. 
Tliis’bill  proposes  19  substantive  changes  in  the  act.  some  of  which  were  originally 
suggested  to  your  committee  by  the  Department  of  Health,  Education,  and  \\  elfare 
as  a  part  of  the  Financial  Institutions  Act  (S.  1451,  85th  Cong.) 

We  would  favor  without  modification  the  following  17  proposals : 

1.  To  extend  the  loan  maturity  from  3  years  to  5  years  subject  to  amortization 
requirements  in  accordance  with  rules  and  regulations  prescribed  by  the  Director 
(sec.  8(5) ). 

2.  To  permit  loans  to  directors  and  committee  members  up  to  the  amount  of 
their  shareholdings  in  the  credit  union  as  now  provided  plus  the  total  unen¬ 
cumbered  and  unpledged  shareholdings  in  the  Federal  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such  director  or  member  of 
committee  ( sec.  8(5)). 

3.  To  more  specifically  state  the  prohibition  against  endorsement  of  loans  for 
borrowers  by  members  of  the  supervisory  or  credit  committee  rather  than  “com¬ 
mittee  member”  as  presently  provided  (sec.  8(5) ) . 

4.  To  provide  specific  authority  for  Federal  credit  unions  to  cash  and  sell 
checks  for  members  only  and  to  make  a  reasonable  charge  therefore  in  accord¬ 
ance  with  rules  and  regulations  prescribed  by  the  director  (sec.  8(12) ). 

5.  To  provide  for  the  appointment  of  the  supervisory  committee  by  the  board 
of  directors  rather  than  by  election  by  the  members  (sec.  12). 

6.  To  permit  the  election  of  more  than  one  vice  president  (sec.  13) . 

7.  To  change  the  title  of  the  position  now  designated  as  “clerk”  to  “secretary” 
(sec.  13). 

8.  To  incorporate  in  the  law  the  limitation  now  prescribed  by  the  bylaws  that 
no  executive  officer,  except  the  treasurer,  shall  be  compensated  as  such  (sec.  13) . 

9.  To  provide  specific  authority  for  the  board  to  compensate  the  necessary 
auditing  assistance  requested  by  the  supervisory  committee  and  the  loan  officers 
appointed  by  the  credit  committee  ( sec.  14 ) . 

10.  To  permit  the  board  to  appoint  an  executive  committee  to  act  for  it  in  the 
purchase  and  sale  of  securities  or  the  making  of  loans  to  other  credit  unions,  or 
both,  and  to  authorize  such  committee  or  a  membership  officer  appointed  by  the 
board  (other  than  the  treasurer,  an  assistant  treasurer  or  a  loan  officer)  to  ap¬ 
prove  applications  for  membership  under  such  conditions  as  the  board  may  pre¬ 
scribe  (sec.  14). 

11.  To  specify  that  dividends  may  be  declared  by  the  board  of  directors  in¬ 
stead  of  by  the  members  as  now  provided  (sec.  18) . 

12.  To  provide  that  the  bylaws  may  specify  semiannual  dividends  rather  than 
the  present  limitation  to  annual  dividends  (sec.  18). 

13.  To  permit  dividend  credit  for  a  full  month  on  those  shares  which  are  or 
become  fully  paid  up  during  the  first  5  days  of  that  month  (sec.  18). 

14.  To  permit  allocation  of  space  in  Federal  buildings  to  those  credit  union  at 
least  95  percent  of  the  membership  of  which  is  composed  of  persons  who  are 
presently  or  were  Federal  employees  at  the  time  of  admission  into  the  credit 
union,  and  members  of  their  families,  instead  of  the  present  requirement  that 
the  membership  be  composed  exclusively  of  Federal  employees  and  members  of 
their  families  (sec.  25). 

15.  To  provide  specific  authority  which  would  permit  under  certain  conditions 
the  conversion  from  a  Federal  to  a  State  credit  union  and  from  a  State  to  a 
Federal  credit  union  (sec.  26) . 

16.  To  extend  the  Federal  Credit  Union  Act  to  the  several  Territories  and  the 
several  possessions  in  addition  to  the  several  States,  the  District  of  Columbia, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico  (sec.  27). 

17.  To  amend  section  2113(g)  of  title  18  of  the  United  States  Code  so  that 
robbery  of  a  Federal  credit  union  will  be  a  crime  under  Federal  statute. 

Section  15  of  the  bill  would  increase  the  unsecured  loan  limit  from  $400  as 
now  provided  to  $1,000  and  would  authorize  the  credit  committee  to  delegate  to 
a  loan  officer  power  to  approve  loans  up  to  the  unsecured  loan  limit.  We  are 
quite  proud  of  the  loan  experience  of  Federal  credit  unions  and  we  believe  that 
an  upward  revision  of  the  unsecured  loan  limit  is  warranted.  Your  committee, 
upon  our  recommendation,  proposed  an  unsecured  loan  limit  of  $500  in  the 
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Financial  Institutions  Act  ( S.  1451,  85th  Cong. )  and  we  again  recommended  the 
$500  to  the  House  Committee  on  Banking  and  Currency  during  the  consideration 
of  this  bill.  While  we  believe  that  some  upward  revision  is  justified,  we  do  not 
feel  that  the  $1,000  limit  is  warranted  by  experience. 

We  support  a  delegation  of  authority  to  a  loan  officer  to  approve  loans  within 
limitations.  This  proposal  was  one  of  our  recommendations  to  your  committee 
for  title  VII  of  the  Financial  Institutions  Act.  We  do  not,  however,  believe  it 
desirable  to  establish  a  direct  relationship  between  the  unsecured  loan  limit  and 
approval  of  loans  by  a  loan  officer.  Accordingly,  we  suggest  that  adequate  relief 
to  the  credit  committee  and  prompt  service  to  the  borrowers  could  be  attained 
by  limiting  the  delegation  of  the  authority  to  the  loan  officer  to  those  applications 
for  loans  of  $500  and  less. 

During  the  consideration  of  Federal  credit  union  legislation  by  the  Committee 
on  Banking  and  Currency  of  the  House  our  testimony  indicated  that  we  did  not 
feel  legislation  to  permit  the  organization  of  Federal  central  credit  unions  and 
to  permit  Federal  credit  unions  to  invest  unlimited  funds  in  shares  of  central 
credit  unions  is  either  necessary  or  desirable.  We  further  indicated  that  this 
type  of  central  credit  union  could  not  meet  the  real  need  of  credit  unions  for  a 
source  of  discount  which  would  permit  them  to  maintain  the  liquidity  necessary 
to  adequately  serve  their  members.  H.R.  S305  would  require  the  Director  of  the 
Bureau  of  Federal  Credit  Unions  to  submit  to  the  Congress  on  or  before  January 
15,  1960,  a  draft  of  legislation  providing  for  federally  chartered  central  credit 
unions.  We,  of  course,  would  be  happy  to  study  this  matter  further  and  to  sub¬ 
mit  our  findings  to  the  Congress  but  we  do  not  believe  that  the  requirement  made 
by  section  3  of  the  bill  is  either  desirable  or  necessary. 

We  would,  therefore,  recommend  that  the  bill  modified  as  suggested  be  enacted 
by  the  Congress. 

The  Bureau  of  the  Budget  advises  that  it  perceives  no  objection  to  the  sub¬ 
mission  of  this  report  to  your  committee. 

Sincerely  yours, 


Arthur  S.  Flemming,  Secretary. 


Department  of  Agriculture, 
Washington,  D.C.,  July  23, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

V.S.  Senate. 

Dear  Senator  Robertson  :  This  is  in  reply  to  the  committee’s  request  of 
April  27,  1959,  for  a  report  on  S.  1786,  a  bill  to  amend  the  Federal  Credit  Union 
Act. 

This  bill  would  amend  the  Federal  Credit  Union  Act  so  as  to  facilitate  the 
methods  of  operation  for  Federal  credit  unions  and  to  make  other  changes  of  a 
technical  nature. 

The  Department  of  Agriculture  has  no  responsibility  for  the  administration 
of  the  Federal  Credit  Union  Act  and  therefore  it  does  not  feel  that  it  is  in  a 
position  to  make  a  recommendation  as  to  the  passage  of  the  proposed  legisla¬ 
tion.  However,  the  credit  unions  chartered  under  the  Federal  Act  provide  a 
very  beneficial  savings  and  loan  service  to  Department  employees,  both  here  in 
Washington  and  in  the  field,  and  from  a  personnel  standpoint  the  Department 
is  interested  in  seeing  that  these  organizations  continue  to  render  such  service. 

It  should  be  noted  that  section  12  of  the  bill  is  evidently  intended  to  authorize 
the  allotment  of  space  in  Federal  buildings  to  credit  unions  the  membership  of 
which  is  composed  primarily  of  Federal  employees  and  members  of  their  families 
or  retired  Federal  employees  and  members  of  their  families.  As  the  section  is 
now  worded,  there  is  a  possibility  that  the  “members  of  their  families”  language 
would  be  construed  as  applicable  only  to  members  of  the  families  of  retired 
Federal  employees.  We  suggest,  therefore,  that  consideration  be  given  to  amend¬ 
ing  the  language  of  this  section  to  remove  any  doubt  on  this  point. 

The  Bureau  of  the  Budget  advises  that  it  has  no  objection  to  the  submission 
of  this  report. 

Sincerely  yours, 


True  D.  Morse,  Acting  Secretary. 
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Department  of  Agriculture, 
Washington,  D.G.,  July  23,  1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate. 


Dear  Senator  Robertson  :  This  is  in  reply  to  the  committee’s  request  of  May 
20,  1959,  for  a  report  on  S.  1985,  a  bill  to  amend  the  Federal  Credit  Union  Act. 

This  bill  would  amend  the  Federal  Credit  Union  Act  so  as  to  facilitate  the 
methods  of  operation  for  Federal  credit  unions  and  to  make  other  changes  of  a 
technical  nature. 

The  Department  of  Agriculture  has  no  responsibility  for  the  administration  of 
the  Federal  Credit  Union  Act  and  therefore  it  does  not  feel  that  it  is  in  a  posi¬ 
tion  to  make  a  recommendation  as  to  the  passage  of  the  proposed  legislation. 
However,  the  credit  unions  chartered  under  the  Federal  Act  provide  a  very 
beneficial  savings  and  loan  service  to  Department  employees,  both  here  in  Wash¬ 
ington  and  in  the  field,  and  from  a  personnel  standpoint  the  Department  is  in¬ 
terested  in  seeing  that  these  organizations  continue  to  render  such  service. 

It  should  be  noted  that  section  25  of  the  bill  is  evidently  intended  to  authorize 
the  allotment  of  space  in  Federal  buildings  to  credit  unions  the  membership  of 
which  is  composed  primarily  of  Federal  employees  and  members  of  their  families 
or  retired  Federal  employees  and  members  of  their  families.  As  the  section  is 
now  worded,  there  is  a  possibility  that  the  “members  of  their  families”  language  I 
would  be  construed  as  applicable  only  to  members  of  the  families  of  retired 
Federal  employees.  We  suggest,  therefore,  that  consideration  be  given  to 
amending  the  language  of  this  section  to  remove  any  doubt  on  this  point. 

The  Bureau  of  the  Budget  advises  that  it  has  no  objection  to  the  submission 
of  this  report. 

Sincerely  yours, 


True  D.  Morse,  Acting  Secretary. 


Board  of  Governors  of  the 

Federal  Reserve  System, 
Washington,  D.C.,  August  20, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  This  is  in  response  to  your  request  of  August  5,  1959, 
for  the  Board’s  views  on  H.R.  8305,  a  bill  to  amend  the  Federal  Credit  Union 
Act.  It  is  understood  that  your  committee  also  desires  any  comments  the  Board 
might  have  with  respect  to  S.  1786,  S.  1907,  and  S.  1985,  each  providing  certain 
amendments  to  the  Federal  Credit  Union  Act. 

H.R.  8305  completely  rewrites  the  Federal  Credit  Union  Act.  It  contains 
numerous  provisions  of  a  clarifying  nature,  most  of  which  appear  to  be  tech¬ 
nical  or  to  contain  no  important  substantive  changes.  Many  of  these  are  con-  | 
cerned  with  internal  management  and  organization  of  Federal  credit  unions. 
The  Board  has  no  comments  with  respect  to  these  provisions. 

It  is  recognized  that  Federal  credit  unions  serve  a  useful  and  constructive 
purpose  but  should  be  limited  to  the  area  of  operations  for  which  they  were 
originally  authorized.  In  view  of  the  special  privileges  which  are  accorded  to 
credit  unions  on  the  basis  of  their  nonprofit  and  cooperative  character,  the 
Board  believes  it  is  important  that  their  activities  be  required  at  all  times  to  con¬ 
form  to  such  character  and  to  avoid  undesirable  commercialism.  The  Board 
has  some  question  whether  some  of  the  changes  now  proposed  may  not  tend  to 
encourage  undue  expansion  of  credit  unions  in  a  manner  at  variance  with  their 
basic  purposes.  Especially  careful  consideration  of  these  proposals  from  this 
point  of  view  would  be  desirable  in  order  that  credit  unions  may  serve  their 
proper  purposes  but  without  tending  to  become  organizations  of  a  commercial 
character. 

It  is  noted  that  both  S.  1786  and  S.  1985  contain  provisions  which  would 
permit  the  chartering  of  Federal  central  credit  unions.  The  Board  questions 
the  need  for  granting  authority  for  this  purpose  since  such  authority  would  not 
contribute  to  the  soundness  or  stability  of  credit  unions  that  are  operating  in 
their  proper  sphere  and  in  some  instances  might  tend  to  encourage  undesirable 
promotional  activity. 


FEDERAL  CREDIT  UNION  ACT 


35 


H.R.  8305,  S.  1786,  and  S.  1985  all  contain  provisions  which  would  increase 
maximum  maturities  of  loans  from  3  to  5  years  and  would  increase  unsecured 
loan  limits  from  $400  to  $1,000,  while  S.  1907  would  increase  unsecured  loan 
limits  from  $400  to  $800.  The  Board  understands  that  these  changes  are 
designed  primarily  to  facilitate  home  improvement  loans  by  credit  unions.  In 
the  light  of  the  facilities  for  this  purpose  provided  by  the  FHA  title  I  program 
and  the  risks  inherent  In  unsecured  uninsured  loans  of  longer  maturities,  the 
Board  does  not  favor  such  an  amendment.  An  alternative  might  be  to  limit 
any  such  expansion  of  the  authority  of  the  credit  unions  to  make  unsecured 
home  improvement  loans  to  those  insured  under  title  I. 

Sincerely  yours, 

Wm.  McC.  Martin,  Jr. 


Comptroller  General  of  the  United  States, 

Washington ,  May  15, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate. 


Dear  Mr.  Chairman  :  Your  letter  of  April  27,  1959,  acknowledged  April  28, 
forwarded  for  our  consideration  a  copy  of  S.  1786,  a  bill  proposing  various 
changes  in  the  Federal  Credit  Union  Act  (12  U.S.C.  1751  et  seq.) . 

We  have  no  special  information  or  knowledge  as  to  the  need  for  or  desirability 
of  the  proposed  changes,  which,  among  other  things,  would  increase  the  loan 
authority  of  Federal  credit  unions,  and  therefore  make  no  recommendation  con¬ 
cerning  the  proposed  legislation. 

Sincerely  yours, 


Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


Comptroller  General  of  the  United  States, 

Washington,  May  28, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate. 


Dear  Mr.  Chairman  :  Your  letter  of  May  20,  1959,  acknowledged  May  21, 
forwarded  for  our  consideration  a  copy  of  S.  1985,  a  bill  proposing  various 
changes  in  the  Federal  Credit  Union  Act  (12  U.S.C.  1751  et  seq.). 

We  have  no  special  information  or  knowledge  as  to  the  need  for  or  desira¬ 
bility  of  the  proposed  changes,  which,  among  other  things,  would  increase  the 
loan  authority  of  Federal  credit  unions,  and  therefore  make  no  recommendation 
concerning  the  proposed  legislation. 

Sincerely  yours, 


Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


Federal  Deposit  Insurance  Corporation, 

Washington,  August  20, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Robertson  :  We  have  your  request  for  our  views  on  H.R.  8305, 
as  passed  by  the  House  of  Representatives,  and  on  S.  1786,  S.  1907  and  S.  1985, 
which  are  bills  to  amend  the  Federal  Credit  Union  Act. 

The  main  purpose  of  credit  unions  is  to  make  available  to  people  of  small 
means  credit  for  provident  purposes  through  a  system  of  cooperative  credit. 
Credit  unions  serve  a  good  purpose  in  the  field  of  small  loans  with  interest  rates 
of  1  percent  a  month  and  save  those  within  their  group,  who  do  not  have  access 
to  bank  credit,  from  the  extremely  high  rates  of  interest  of  loan  sharks. 

In  considering  the  enlargement  of  the  functions  of  credit  unions,  as  proposed 
in  H.R.  8305,  S.  1786,  and  S.  1985,  by  increasing  the  unsecured  loan  limit  from 
$400  to  $1,000  and  the  loan  maturities  from  3  to  5  years  and  permitting  the 
cashing  of  checks  and  selling  of  checks,  Congress  should  be  mindful  of  the  effect 
on  existing  financial  institutions  and  avoid  the  establishment  of  a  third  financial 
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system  in  addition  to  the  banking  system  and  savings  and  loan  system  of  the 
country.  The  gradual  expansion  of  the  functions  of  credit  unions  would  add 
impetus  to  the  rapid  growth  and  change  in  the  character  of  credit  unions,  and 
could  result  in  excessive  competition  for  funds  with  high  rates  of  interest  or 
dividends  and  risk  investments  to  maintain  such  competition.  This  could  en¬ 
danger  existing  institutions  and  those  with  funds  in  such  institutions,  just  as 
overbanking  and  excessive  competition  did  in  the  banking  field  in  the  1920’s. 

Another  matter  for  serious  consideration  is  the  management  capacity  of  credit 
unions  for  such  enlarged  functions.  It  is  noted  that  6.2  percent  had  assets 
between  $500,000  and  $1  million,  and  4.4  percent  had  assets  in  excess  of  $1 
million.  Our  experience  has  clearly  indicated  that  the  important  factor  in 
the  success  of  financial  institutions  in  these  size  groupings  is  competent  man¬ 
agement. 

vviLii  these  considerations  in  mind,  we  believe  that  Federal  credit  unions 
should  stick  to  their  last.  Their  functions  should  be  limited  to  reasonable 
cooperative  credit  to  members  of  their  group  in  the  small  loan  field.  In  1957, 
the  average  size  of  secured  and  unsecured  loans  of  Federal  credit  unions  was 
$516.  We  understand  that  a  recent  study  of  loans  of  Federal  credit  unions 
revealed  that  about  46  percent  of  the  number  of  loans  made  were  unsecured 
and  that  the  average  unsecured  loan  was  $245.  Under  such  circumstances,  if 
any  increase  is  considered  advisable,  an  increase  of  the  unsecured  loan  limit 
from  $400  to  $500,  instead  of  $1,000  as  proposed  in  H.R.  8305,  S.  1786,  and  S.  1895 
and  instead  of  $800  as  proposed  in  S.  1907,  would  be  adequate  for  small  loans 
in  a  cooperative  venture.  Four  loans  averaging  about  $500,  the  3-year  limit  on 
maturities  is  a  reasonably  adequate  time  for  repayment.  As  a  comparison, 
Federal  Housing  Administration  regulations  provide  for  a  3-year  maturity  on 
existing  property  improvement  loans  of  $600  or  less  (24  C.F.R.  201.2(d)  (2)  (i) ). 
Longer  term  credit  facilities  in  banks  and  savings  and  loan  associations  should 
be  generally  available  for  sound  loans.  For  these  reasons,  we  recommend  that, 
if  any  increase  in  the  unsecured  loan  limit  is  considered  advisable,  it  be  not 
increased  beyond  $500  and  that  the  3-year  limit  on  maturities  be  continued. 

In  view  of  the  purposes  for  which  Federal  credit  unions  were  created  and 
their  management  capacities,  it  is  questionable  whether  they  should  be  author¬ 
ized  to  loan  as  much  as  10  percent  of  their  capital  (outstanding  shares)  and 
surplus  to  any  one  person.  It  should  be  noted  that  the  protection  of  the  un¬ 
secured  loan  limit  is  reduced  by  the  provision  in  the  Federal  Credit  Union  Act 
that  the  endorsement  of  a  note  shall  be  deemed  security.  Banks  are  generally 
limited  to  loaning  any  one  person  about  10  percent  of  their  capital  and  surplus. 
Capital  funds  in  banks  average  about  8  percent  of  assets.  As  a  rough  com¬ 
parison,  a  bank  may  loan  eight-tenths  of  1  percent  of  its  assets  to  one  person 
and  a  Federal  credit  union  may  loan  10  percent  of  its  assets  to  one  person.  It 
would  seem  appropriate  that  loans  to  any  member  by  a  Federal  credit  union  be 
more  reasonably  restricted  to  a  certain  maximum  dollar  limitation,  wrhich  would 
be  in  line  with  their  basic  purpose  and  their  management  capacity. 

We  see  no  objection  to  Federal  credit  unions  cashing  checks  for  members  in 
connection  with  credit  union  transactions,  that  is,  where  checks  are  cashed  in 
connection  with  the  purchase  of  shares  or  payments  on  loans.  Nor  is  the  issu¬ 
ance  of  its  check  by  a  Federal  credit  union  in  connection  with  such  transactions 
or  in  payment  of  the  amount  of  shares  withdrawn  by  a  member  objectionable. 
But  we  do  think  Federal  credit  unions  would  be  expanding  beyond  the  functions 
for  which  they  were  created  and  infringing  upon  the  function  of  banks  by 
engaging  in  check  cashing  generally  and  by  selling  their  checks,  the  same  as 
drafts  or  money  orders.  Accordingly,  we  recommend  that  a  Federal  credit  union 
be  authorized  to  cash  checks  for  members  in  connection  with  the  purchase  of 
shares  or  payments  on  loans  and  to  issue  its  checks  in  connection  with  such 
transactions  or  in  payment  of  the  amount  of  any  shares  withdrawn  and  to 
impose  service  charges  on  its  members. 

S.  1786  and  S.  1985  would  require  a  hearing  on  every  adjudication  which  would 
include  any  agency  process  for  the  disposition  of  any  matter  other  than  rule- 
making,  including  requests  for  a  charter,  approval,  or  other  form  of  permission, 
or  any  revocation  or  suspension.  Such  a  provision  could  easily  hamper  the 
administration  of  the  Federal  Credit  Union  Act.  No  need  is  apparent  for  this 
provision.  There  is  presently  a  right  of  judicial  review  of  agency  action  under 
the  Administrative  Procedure  Act.  This  hearing  provision  would  also  burden 
Federal  credit  unions  with  additional  administrative  costs  far  beyond  any  con¬ 
ceivable  benefits.  Accordingly,  we  recommend  that  such  hearing  provision  be 
not  enacted. 
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The  authority  of  the  Director  of  Federal  Credit  Unions  to  regulate  the  bor¬ 
rowing  by  Federal  credit  unions,  that  would  be  added  by  H.R.  8305,  is  desirable, 
particularly  with  reference  to  borrowing  for  purposes  of  relending  which  in  some 
circumstances  may  be  regarded  as  unsound  exposure  of  the  share  investments 
of  members  of  the  credit  union. 

We  have  been  advised  by  the  Bureau  of  the  Budget  that  it  has  no  objection 
to  the  submission  of  this  report. 

Sincerely  yours, 


Jesse  P.  Wolcott,  Chairman. 


The  Chairman.  I  have  a  letter  from  Mr.  Gidney,  the  Comptroller 
of  the  Currency,  in  which  he  said : 

Sometime  ago  you  indicated  that  you  would  like  some  information  from  us 
as  to  credit  unions.  A  member  of  our  staff,  Assistant  Chief  National  Bank  Ex¬ 
aminer  C.  C.  Fleming,  has  reviewed  this  subject  and  put  his  findings  in  memo¬ 
randum  form.  This  has  been  reviewed  and  concurred  in  by  Deputy  Comptroller 
L.  A.  Jennings,  and  it  seems  to  me  to  be  accurate  and  complete. 

lie  enclosed  a  memorandum  which,  without  objection,  will  go  in 
the  record. 

(The  memorandum  referred  to  follows :) 


Memorandum  Re  Credit  Unions 

Credit  unions  are  cooperative  associations  organized  in  accordance  with  State 
law  or  the  Federal  Credit  Union  Act  to  promote  thrift  among  their  members 
and  create  a  source  of  credit  for  provident  and  productive  purposes.  Member¬ 
ship  is  limited  to  a  group  of  persons  having  a  common  bond  of  association,  occu¬ 
pation,  or  residence.  Federal  credit  unions  are  chartered,  examined,  and  super¬ 
vised  by  the  Bureau  of  Federal  Credit  Unions  in  the  Social  Security  Administra¬ 
tion  of  the  Department  of  Health,  Education,  and  Welfare.  Other  credit 
unions  are  chartered  under  the  laws  of  their  respective  States.  Members’  share¬ 
holdings  are  not  insured  by  any  agency  of  the  Government. 


organization  plan 

A  credit  union  organization  consists  of  a  membership  which  is  limited  to  per¬ 
sons  elected  by  the  board  of  directors  from  applicants  who  are  included  in  the 
field  of  membership  as  defined  in  the  charter  of  the  credit  union.  Each  member 
present  at  the  annual  meeting  or  special  meetings  has  one  vote.  Ordinarily,  only 
members  may  borrow  from  the  credit  union.  The  members  elect  directors  and 
committeemen,  exercise  control  over  the  credit  union’s  activities,  and  receive 
reports  each  year  from  the  board  of  directors,  committees,  and  administrative 
officers. 

The  board  of  directors,  not  less  than  five  persons  in  Federal  credit  unions, 
elected  by  the  members,  directs  activities  according  to  law  and  bylaws  and 
elects  administrative  officers  and  employees. 

A  supervisory  committee  of  not  less  than  three  members  in  Federal  credit 
unions  elected  by  the  membership,  examines  the  affairs  of  the  credit  union  and 
audits  its  books. 

A  credit  committee  of  not  less  than  three  members  in  the  case  of  Federal 
credit  unions,  elected  by  the  membership,  passes  on  members’  applications  for 
loans  and  outlines  plans  for  their  repayment. 

In  some  cases  there  may  be  an  educational  committee  appointed  by  the  board 
of  directors  to  develop  and  present  programs  to  extend  members’  knowledge  of 
credit,  thrift,  and  related  subjects. 

The  president  is  elected  by  the  board  of  directors  and  presides  at  meetings  of 
the  board  and  members  and  he  presents  an  annual  report  of  the  board  to 
members. 

The  vice  president,  appointed  by  the  board  of  directors,  acts  in  the  president’s 
absence  or  disability. 

The  treasurer,  appointed  by  the  board  of  directors,  acts  as  the  general  manager 
of  the  credit  union,  has  charge  of  its  assets,  keeps  its  books,  and  prepares 
financial  and  statistical  reports  that  may  be  required  by  the  supervisory  au¬ 
thority.  This  may  be  a  salaried  office. 
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The  clerk,  appointed  by  the  board  of  directors,  keeps  the  minutes  of  meetings 
of  the  board  and  members.  This  office  may  be  combined  with  that  of  treasurer. 

The  number  of  employees,  usually  hired  by  the  treasurer,  is  dependent  upon 
the  needs  of  the  particular  credit  union. 

TAXES 

Credit  unions  pay  no  taxes  since  they  are  exempt  from  State,  Federal,  and 
local  taxes  on  their  property,  franchise,  capital,  reserves,  surplus,  and  income. 

GROWTH 

There  are  now  about  18,750  credit  unions  (9,000  of  which  are  under  Federal 
charter  and  9,750  under  State  charter)  in  the  United  States — double  the  number 
10  years  ago.  They  have  nearly  10,000,000  members  (5.2  million  Federal  and 
5.4  million  State) — triple  the  number  10  years  ago,  and  the  total  of  their  assets 
is  estimated  at  $4.4  billion  ($2  billon  Federal  and  $2.4  billion  State) — 6%  times 
more  than  10  years  ago.  Nearly  4  percent  of  the  credit  unions  have  assets  in 
excess  of  $1  million  whereas  10  years  ago  only  0.2  percent  were  in  this  size 
group.  About  15,000,  or  80  percent  of  the  credit  unions,  are  located  in  manu¬ 
facturing  plants.  Employees  of  such  plants  account  for  90  percent  of  the  total 
membership. 

Credit  unions  hold  8  percent  of  the  Nation’s  consumer  installment  credit,  17 
percent  of  all  personal  loans,  and  6  percent  of  all  automobile  loans.  They  make 
real  estate  mortgage  and  other  secured  loans,  and  cash  payroll  checks  in  some 
cases.  In  many  instances  the  participant  credit  union  members  receive  life 
insurance  equal  to  double  the  amount  of  their  shareholdings.  Some  credit  unions 
provide  credit  life  insurance. 

The  dividend  rates  paid  on  funds  of  participants  range  from  4  to  5  percent. 
After  paying  dividends,  Federal  credit  unions  increased  their  surplus  and  re¬ 
serve  funds  25  percent  from  retained  earnings  in  1957  (1958  figures  a  re  not 
yet  available).  Their  share  accounts  are  not  insured  and  although  there  was 
a  proposal  under  consideration  to  introduce  a  bill  in  1956  to  amend  the  Federal 
Credit  Union  Act  so  as  to  provide  for  insurance  of  shareholdings  in  Federal 
and  State  credit  unions,  and  for  other  purposes,  I  understand  that  the  repre¬ 
sentative  organization  of  credit  unions  (Credit  Union  National  Association)  was 
opposed  as  it  would  increase  costs  by  reason  of  the  insurance  and  additional 
supervision. 

For  the  most  part,  credit  unions  operate  in  space — free  of  charge — provided 
by  companies  whose  employees  makeup  their  membership. 

PROPOSED  LEGISLATION 

The  following  bills  propose  to  recodify  the  Federal  Credit  Union  Act  with 
certain  amendments  which  will  be  commented  upon  later  in  this  memorandum : 
S.  1985,  H  R.  3674,  H.R.  3675,  H.R.  5939,  H.R.  5958,  H.R.  5988,  H  R.  6089,  H.R. 
6122,  H.R.  6161,  H.R.  6241,  and  H.R.  6755.  These  bills  are  alike.  rl’he  following 
bills  propose  to  amend  the  Federal  Credit  Union  Act :  S.  1786,  H.R.  5777.  II.R. 
6407,  H.R.  6927,  H.R.  7009,  and  H.R.  7144.  These  bills  are  alike. 

S.  107  would  amend  the  Federal  Credit  Union  Act  to  decrease  the  maximum 
interest  rate  on  loans  from  1  percent  to  three-quarters  of  1  percent  and  increase 
the  maximum  amount  of  any  unsecured  loan  from  $400  and  $800. 

The  other  bills  would  amend  the  Federal  Credit  Union  Act  as  follows : 

1.  To  provide  for  the  chartering  of  Federal  central  credit  unions  to  serve 
the  membership  of  Federal  and  State-chartered  credit  unions  for  the  principal 
purpose  of  acting  as  a  source  of  additional  funds  and  an  investment  medium 
for  member  credit  unions. 

Actually,  these  proposals  would  add  very  little  to  the  flexibility  for  Federal 
credit  unions.  The  present  act  permits  Federal  credit  unions  to  borrow  from  any 
source  and  to  make  loans  to  other  credit  unions.  In  addition,  there  are  officers’ 
credit  unions  which  provide  additional  sources  of  borrowing  for  the  officials  who 
are  limited  in  their  borrowing  from  their  own  credit  unions.  It  seems  doubtful 
that  central  credit  unions  would  any  more  effectively  service  the  needs  of  credit 
unions  that  the  facilities  that  are  now  available  to  them.  It.  therefore,  seems 
questionable  whether  there  is  any  need  for  central  credit  unions  and  whether 
what  might  be  called  a  central  bank  for  credit  unions  wrould  be  desirable. 

2.  To  increase  the  loan  maturity  limit  from  3  to  5  years  for  the  purpose  of 
allowing  Federal  credit  unions  to  more  adequately  meet  the  demands  of  their 
members  for  various  types  of  loans. 
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There  seems  to  be  no  great  need  for  extending  loan  maturities.  I  understand 
that  a  recent  study  made  by  the  Bureau  of  Federal  Credit  Unions  indicates  that 
only  about  10  percent  of  the  total  number  of  loans  made  were  for  the  present 
maximum  limit  of  3  years.  Possibly  some  home  improvement  loans  could  be 
made  to  better  advantage  if  the  maturity  limit  were  extended ;  however,  if  this 
should  be  considered  necessary,  it  would  seem  appropriate  to  also  provide  that 
such  loans  be  amortized  by  equal  payments  of  principal  together  with  interest 
during  the  term  of  the  loan  to  be  made  at  frequent  regular  intervals. 

3.  To  permit  loans  to  directors  and  committee  members  up  to  the  amount  of 
their  shareholdings  in  the  credit  union  plus  the  total  unencumbered  and  un¬ 
pledged  shareholdings  in  the  credit  union  of  any  member  pledged  as  security  for 
the  obligation  of  such  director  or  committee  member.  The  purpose  is  to 
liberalize  the  borrowing  restrictions  under  which  they  are  now  limited  to  the 
amount  of  their  individual  shareholdings. 

I  have  no  comment  on  this  provision. 

4.  To  permit  investment  by  Federal  credit  unions  in  shares  of  a  central  credit 

union.  . 

The  matter  of  central  credit  unions  was  commented  upon  under  number  1. 

5.  To  permit  the  charging  of  members  and  individuals  eligible  to  become 
members  a  reasonable  fee  for  the  cashing  or  selling  of  checks  not  to  exceed  the 
direct  and  indirect  costs  incident  to  providing  such  service. 

It  does  not  seem  proper  to  x-equire  credit  union  members  to  pay  a  fee  for  a 
check  which  represents  a  withdrawal  from  their  share  accounts  or  for  the 
proceeds  of  a  loan  transaction.  Where  paychecks  are  cashed,  it  would  seem 
appropriate  that  arrangements  be  made  between  the  credit  union  and  the  em¬ 
ployer  to  provide  reasonable  compensation  for  this  type  of  service.  It  seems  to 
me  that  a  service  of  cashing  checks  for  members,  and  especially  nonmembers, 
goes  beyond  the  concept  of  the  purpose  of  credit  unions. 

6.  To  provide  for  appointment  of  the  members  of  the  supervisory  committee, 
one  of  whom  may  be  a  director  other  than  the  treasurer,  by  the  president,  such 
appointment  to  be  subject  to  ratification  by  the  board. 

In  order  to  assure  that  Federal  credit  unions  will  have  the  benefit  of  adequate 
and  efficient  audit  and  control,  if  the  supervisory  committee  is  not  to  be  elected 
by  the  membership,  it  would  be  selected  by  the  board  of  directors  and  not 
appointed  under  the  authority  of  the  president.  Sound  internal  control  policy 
contemplates  that  those  responsible  for  such  activities  should  be  accountable 
only  to  the  board  of  directors. 

7.  To  provide  for  one  or  more  vice  presidents. 

I  have  no  comment  on  this  provision. 

8.  To  change  the  title  of  the  officer  called  “clerk”  to  that  of  “secretary.” 

I  have  no  comment  on  this  provision. 

9.  To  prohibit  compensation  to  any  executive  officer,  other  than  the  treas- 
urer,  for  services  rendered  as  such. 

I  have  no  comment  on  this  provision. 

10.  To  provide  that  in  addition  to  the  board  of  directors  acting  directly  upon 
applications  for  membership,  it  may  appoint  from  the  members  (other  than  the 
treasurer  or  assistant  treasurer)  a  membership  chairman  who  shall  also  be 
authorized  to  act  upou  such  applications  within  limitations  set  by  the  board. 
The  purpose  of  this  amendment  would  be  to  enable  credit  unions  to  make  their 
services  available  more  quickly  to  applicants  for  membership. 

This  provision,  in  my  opinion,  would  create  the  possibility  of  a  one-man  con¬ 
trol  of  the  credit  union  since  the  person  designated  as  membership  chairman 
could  put  aside  applications  of  those  who  may  not,  in  his  view,  be  desirable. 
At  the  expense  of  some  delay,  it  would  seem  advisable  to  avoid  the  possibility 
of  one-man  control  and  keep  the  membership  authority  in  the  hands  of  a 
committee. 

11.  To  authorize  the  board  to  compensate  necessary  auditing  assistants  ap¬ 
pointed  by  the  supervisory  committee  and  loan  officers  appointed  by  the  credit 
committee. 

I  have  no  comment  on  this  provision. 

12.  To  inci'ease  the  unsecured  loan  limit  from  .$400  to  $1,000. 

I  understand  that  the  unsecured  loan  limit  has  been  progressively  increased 
by  the  Congress  from  an  initial  amount  of  $50  in  1934  to  $100  in  1940,  $300  in 
1946,  and  $400  in  1949.  A  loan  study  made  by  the  Bureau  of  Federal  Credit 
Unions  revealed  that  46.2  percent  of  the  total  number  of  loans  made  were  unse¬ 
cured  and  that  the  average  unsecured  loan  made  was  $245.  Furthermore,  only  1 
State,  New  York,  has  a  limit  in  excess  of  $500,  8  States  (California,  Connecticut, 
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Illinois,  Missouri.  Washington,  Utah,  Oregon,  and  Wisconsin )  have  an  unsecured 
loan  limit  of  $.">00,  and  1!)  States  have  lower  limits  ranging  from  $50  to  $400. 
It  would,  therefore,  seem  that  an  increase  in  the  unsecured  loan  limit  to  $500 
would  be  adequate. 

13.  To  permit  appointment  by  the  credit  committee  of  one  or  more  loan  officers 
to  approve  loans  up  to  the  unsecured  limit  or  in  excess  of  such  limit  if  the  excess 
is  fully  secured  by  unpledged  shares.  The  purpose  is  to  provide  a  means  of 
reducing  the  burden  upon  the  credit  committee. 

I  doubt  that  there  is  any  proper  relationship  between  the  unsecured  loan  limit 
and  the  authority  that  should  be  granted  to  a  loan  officer  to  make  loans.  It 
would  seem  that  the  board  of  directors  should  limit  each  loan  officer’s  authority 
to  make  loans  in  accordance  with  their  determination  of  his  personal  capacity  to 
appraise  the  credit  worthiness  of  borrowers. 

14.  To  authorize  the  board  of  directors  to  declare  dividends  rather  than  the 
membership. 

I  have  no  comment  on  this  provision. 

15.  To  permit  annual  or  semiannual  dividends  as  the  bylaws  of  each  credit 
union  may  provide  rather  than  the  present  limitation  to  annual  dividends. 

I  have  no  comment  on  this  provision. 

16.  To  provide  that  dividend  credit  for  a  month  may  be  accrued  on  shares 
which  are  or  become  fully  paid  up  during  the  first  5  days  of  that  month. 

I  have  no  comment  on  this  provision. 

17.  To  provide  that  a  member  expelled  from  a  credit  union  may  obtain  a 
review  of  such  expulsion  by  the  Director  of  the  Bureau.  The  purpose  is  to 
provide  a  method  of  review  for  the  reason  that  expulsion  for  an  invalid  reason 
may  seriously  affect  a  person’s  standing  and  reputation  in  the  community. 

I  have  no  comment  on  this  provision- 

18.  To  place  the  Bureau  of  Federal  Credit  Unions  under  all  provisions  of  the 
Administrative  Procedure  Act.  At  present  it  is  subject  only  to  the  rulemaking 
provisions  of  the  act.  The  purpose  is  to  give  Federal  credit  unions  and  pro¬ 
posed  new  credit  unions  the  right  to  a  hearing  on  adjudications  made  by  the 
Bureau  and  to  create  a  formal  record  of  such  hearings. 

This  provision  would  make  all  supervisory  decisions  of  the  Bureau  subject  to 
a  public  hearing.  In  other  words,  if  the  management  of  a  Federal  credit  union 
is  dissatisfied  with  the  requirements  of  the  Bureau  that  certain  assets  be 
charged  off  by  reason  of  adverse  findings  of  an  examiner  contained  in  his 
report  of  examination,  the  matter  could  be  the  subject  of  a  public  hearing. 
Although  it  might  be  regarded  as  being  opposed  to  virtue  to  say  that  public 
hearings  should  not  be  permitted  with  respect  to  such  matters,  this  preroga¬ 
tive,  if  allowed,  could  result  in  bogging  down  the  supervisory  authority  to  the 
point  of  its  becoming  ineffective.  It  would  seem  that  administrative  decisions 
of  the  Bureau  with  respect  to  its  supervisory  authority  could  be  better  handled 
in  private. 

19.  To  permit  allocation  of  space  in  Federal  buildings  to  credit  unions  having 
a  membership  composed  of  at  least  95  percent  of  persons  who  are  either  presently 
Federal  employees  or  are  retired  employees,  and  members  of  their  families.  At 
present  allocation  of  such  space  is  permitted  to  credit  unions,  the  membership 
of  which  is  composed  exclusively  of  Federal  employees  and  members  of  their 
families.  The  purpose  of  this  provision  is  to  allow  credit  unions  to  continue 
the  membership  of  retired  Federal  employees  and  to  extend  membership  to  a 
limited  number  of  employees  of  private  contractors,  American  Legion,  and  Ited 
Cross  personnel  working  along  with  Federal  employees  at  Federal  installations 
without  jeopardizing  the  credit  union’s  eligibility  for  space  in  Federal  buildings. 

I  have  no  comment  on  this  provision. 

20.  To  add  a  new  section  to  the  act  to  provide  for  conversion  from  Federal  to 
State-chartered  credit  unions  and  vice  versa.  The  purpose  is  to  make  specific 
provision  for  such  conversion.  Under  certain  circumstances  this  action  may 
be  determined  desirable  by  a  credit  union  and  acceptable  to  the  supervisory 
agencies  involved.  However,  the  Federal  Credit  Union  Act  is  silent  in  this 
connection. 

I  understand  that  since  1934  there  has  been  27  Federal  credit  unions  converted 
to  State-chartered  institutions  for  a  number  of  reasons.  Three  converted  so 
that  the  officials  could  engage  in  the  sale  of  insurance  to  members,  now  pro¬ 
hibited  in  connection  with  credit  union  transactions.  Another  14  Federal  credit 
unions  changed  to  State-chartered  institutions  in  order  to  make  long-term  real 
estate  mortgage  loans.  Ten  appear  to  have  changed  for  miscellaneous  reasons. 
Under  the  proposed  amendment  to  the  act  the  conversion  could  be  effected  by 
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approval  of  a  majority  of  the  directors  and  by  the  affirmative  vote  of  not  less 
than  two-thirds  of  the  members  present  and  voting  at  the  meeting.  Statutes 
governing  the  conversion  of  other  financial  institutions  generally  require  the 
affirmative  vote  of  a  majority  of  the  directors  and  the  owners  of  not  less  than 
two-thirds  of  the  shares  of  capital  stock.  It  would  seem  no  less  appropriate 
with  respect  to  the  protection  of  the  membership  to  require  not  only  majority 
approval  of  the  board  of  directors  but  an  affirmative  vote  of  the  owners  of  not 
less  than  two-thirds  of  the  shares  of  the  credit  union  seeking  to  convert. 

21.  To  add  a  provision  making  robbery  of  a  Federal  credit  union  a  crime 
under  Federal  statute. 

I  have  no  comment  on  this  provision. 

22.  To  expand  the  provisions  of  the  act  to  include  the  several  Territories  and 
several  possessions  of  the  United  States. 

I  have  no  comment  on  this  provision. 

23.  To  modify  various  sections  of  the  act  so  as  to  clarify  and  modernize  it 
so  as  to  make  substantive  changes. 

I  have  no  comment  on  this  provision. 

C.  C.  Fleming, 

Assistant  Chief  National  Bank  Examiner. 


Federal  Credit  Union  highlights  for  the  year  1958 


Number  or  amount 

Change  during  year 

Item 

1958 

1957 

Number  or 
amount 

Per¬ 

cent 

Outstanding  charters  Dec.  31 _ _ _ 

9,  533 

9, 202 
662 

331 

3.6 

Number  of  charters  issued _ _ 

'  586 

-76 

-11.5 

Charters  canceled.  _ 

255 

194 

61 

31.4 

In  liquidation  Dec  31 _ 

445 

391 

54 

13.8 

Number  chartered  but  not  yet  operating _ 

58 

76 

-18 

—23.7 

9,030 
8,  COO 

8, 735 
7.712 

295 

3.4 

Number  paying  dividends _ _  _ _ 

288 

3.7 

Amount  of  dividends  paid  to  members  (millions) _ _ 

$63. 1 

$54.0 

$9. 1 

16.  8 

1, 396 
$4.  4 

1, 156 

240 

20.8 

Amount  of  interest  refunded  to  borrowers  (millions) _ 

$3.6 

$0.7 

19.8 

Membership _ _ _ 

5, 209, 912 

4, 897. 689 

312, 223 

6.4 

Shares  (millions) _ 

$1,812.0 

$1,  589.  2 
324.0 

$222.8 

14.0 

348.  0 

24.0 

7.4 

Loans  to  members  during  year  (millions) _ 

2,  022. 1 
535. 0 

1, 884. 1 
516.0 

138.0 

7.3 

Average  size  of  loan _ _ _ 

19.0 

3.7 

Loans  outstanding  Dec.  31  (millions) . 

1, 379.  7 
2, 034. 9 
148.0 

1,  257. 3 

122.4 

9.7 

Total  assets  (millions)  _ _ _ _ _ 

1,  788. 8 

246. 1 

13.8 

Gross  income  (millions) _ 

130. 1 

18.0 

13.8 

Total  expenses  (millions) _ _ _ 

59.9 

51.8 

8.0 

15.5 

Net  income  before  transfer  to  reserves  (millions)  . . . 

88.2 

78.2 

9.9 

12.7 

Regular  and  special  reserves  (millions) _ _ 

84.3 

68.6 

15.7 

22.9 

75.8 

62.3 

13.5 

21.6 

The  Chairman.  Our  first  witness  today  is  Mr.  Gannon,  the  Direc¬ 
tor  of  the  Bureau  of  Federal  Credit  Unions  in  the  Department  of 
Health,  Education,  and  Welfare. 

The  Chair  will  be  glad  to  recognize  Mr.  Gannon. 

STATEMENT  OE  J.  DEANE  GANNON,  DIRECTOR,  BUREAU  OF  FED¬ 
ERAL  CREDIT  UNIONS,  DEPARTMENT  OF  HEALTH,  EDUCATION, 
AND  WELFARE 

Mr.  Gannon.  Mr.  Chairman  and  members  of  the  committee,  I  have 
submitted  a  prepared  statement,  but  probably  in  the  interest  of  sav¬ 
ing  time  I  can  summarize  from  it. 

The  Chairman.  Without  objection,  the  entire  statement  will  ap¬ 
pear  in  the  record,  and  the  witness  will  proceed  to  summarize  the 
essential  parts  of  it  for  our  benefit. 
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Mr.  Gannon.  H.R.  8305  proposes  19  substantive  changes  in  the 
Federal  Credit  Union  Act,  some  of  which  were  originally  suggested 
to  your  committee  by  the  Department  of  Health,  Education,  and  Wel¬ 
fare  as  a  part  of  the  Financial  Institutions  Act,  S.  1451,  85th  Con¬ 
gress.  It  also  provides  for  eight  of  the  recommendations  made  by 
us  before  the  Committee  on  Banking  and  Currency,  House  of  Repre¬ 
sentatives. 

Accordingly,  we  would  favor  without  modification  the  following  17 
proposals : 

1.  To  extend  the  loan  maturity  from  3  years  to  5  years  subject  to 
amortization  requirements  in  accordance  with  rules  and  regulations 
prescribed  by  the  Director. 

2.  To  permit  loans  to  directors  and  committee  members  up  to  the 
amount  of  their  shareholdings  in  the  credit  union  as  now  provided 
plus  the  total  unencumbered  and  unpledged  shareholdings  in  the 
Federal  credit  union  of  any  member  pledged  as  security  for  the 
obligation  of  such  director  or  member  of  committee. 

3.  To  more  specifically  state  the  prohibition  against  endorsement 
of  loans  for  borrowers  by  members  of  the  supervisory  or  credit  com¬ 
mittee  rather  than  “committee  member”  as  now  provided. 

4.  To  provide  specific  authority  for  Federal  credit  unions  to  cash 
and  sell  checks  for  members  only  and  to  make  a  reasonable  charge 
therefor  in  accordance  with  rules  and  regulations. 

5.  To  provide  for  the  appointment  of  the  supervisory  committee 
by  the  board  of  directors  rather  than  by  election  by  the  members. 

6.  To  permit  the  election  of  more  than  one  vice  president. 

7.  To  change  the  title  of  the  position  now  designated  as  “clerk”  to 
“secretary.” 

8.  To  incorporate  in  the  law  the  limitation  now  prescribed  by  the 
bylaws  that  no  executive  officer,  except  the  treasurer,  shall  be  com¬ 
pensated  as  such. 

9.  To  provide  specific  authority  for  the  board  of  directors  to  com¬ 
pensate  the  necessary  auditing  assistance  requested  by  the  super¬ 
visory  committee  and  also  for  the  loan  officers  appointed  by  the  credit 
committee. 

10.  To  permit  the  board  to  appoint  an  executive  committee  to  act 
for  it  in  the  purchase  and  sale  of  securities  or  the  making  of  loans 
to  other  credit  unions,  or  both,  and  to  authorize  such  committee  or  a 
membership  officer  appointed  by  the  board,  other  than  the  treasurer, 
an  assistant  treasurer  or  a  loan  officer,  to  approve  applications  for 
membership  under  such  conditions  as  the  board  may  prescribe. 

11.  To  specify  that  dividends  may  be  declared  by  the  board  of 
directors  instead  of  by  the  members. 

12.  To  provide  that  the  bylaws  may  specify  semiannual  dividends 
rather  than  the  present  limitation  to  annual  dividends. 

13.  To  permit  dividend  credit  for  a  full  month  on  those  shares 
which  are  or  become  fully  paid  up  during  the  first  five  days  of  that 
month. 

14.  To  permit  allocation  of  space  in  Federal  buildings  to  those 
credit  unions  who  have  at  least  95  percent  of  the  membership  of  which 
is  composed  of  Federal  employees  at  the  time  of  admission  into  the 
credit  union,  and  members  of  their  families,  instead  of  the  present 
requirement  that  the  membership  be  composed  exclusively  of  Federal 
employees  and  members  of  their  families. 
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15.  To  provide  specific  authority  which  would  permit  under  cer¬ 
tain  conditions  the  conversion  from  a  F ederal  to  a  State  credit  union 
and  from  a  State  to  a  Federal  credit  union. 

_  16.  To  extend  the  Federal  Credit  Union  Act  to  the  several  ter¬ 
ritories  and  the  several  possessions  in  addition  to  the  several  States, 
the  District  of  Columbia,  the  Panama  Canal  Zone,  and  the  Common¬ 
wealth  of  Puerto  Rico. 

17.  To  amend  section  2113(g)  of  title  18  of  the  United  States  Code 
so  that  robbery  of  a  Federal  credit  union  will  be  a  crime  under 
Federal  statute. 

Now,  the  proposed  revision  of  section  15  of  the  Federal  Credit  Union 
Act  would  increase  the  unsecured  loan  limit  from  $400  as  now  pro¬ 
vided  to  $1,000  and  would  authorize  the  credit  committee  to  delegate 
to  a  loan  officer  power  to  approve  loans  up  to  the  unsecured  loan  limit. 
We  are  quite  proud  of  the  loan  experience  of  Federal  credit  unions 
with  a  loss  ratio  of  about  17  cents  per  hundred  dollars  loaned, 
and  we  believe  that  an  upward  revision  of  the  unsecured  loan  limit 
is  warranted.  Your  committee,  upon  our  recommendation,  proposed 
an  unsecured  loan  limit  of  $500  in  the  Financial  Institutions  Act  dur¬ 
ing  the  85th  Congress,  and  we  again  recommended  the  $500  to  the 
House  Committee  on  Banking  and  Currency  during  the  consideration 
of  this  bill.  While  we  believe  that  some  upward  revision  is  justified, 
we  do  not  feel  that  the  $1,000  limit  is  warranted  by  experience. 

We  also  support  a  delegation  of  authority  to  a  loan  officer  to  approve 
loans  within  certain  limitations.  This  proposal  was  also  one  of  our 
recommendations  to  your  committee  for  title  YII  of  the  Financial 
Institutions  Act.  We  do  not,  however,  believe  it  desirable  to  estab¬ 
lish  a  direct  relationship  between  the  unsecured  loan  limit  and  ap¬ 
proval  of  loans  by  a  loan  officer.  Accordingly,  we  would  suggest  that 
adequate  relief  to  the  credit  committee  and  prompt  service  to  the  bor¬ 
rowers  could  be  attained  by  limiting  the  delegation  of  authority  to 
the  loan  officer  to  those  applications  for  loans  of  $500  and  less. 

Senator  Bush.  May  I  ask  a  question  at  this  point,  Mr.  Chairman,  or 
would  you  prefer  that  I  wait  ? 

The  Chairman.  I  would  prefer  that. 

Senator  Bush.  I  withdraw  the  request. 

Mr.  Gannon.  During  the  consideration  of  Federal  credit  union  leg¬ 
islation  by  the  Committee  on  Banking  and  Currency  of  the  House  our 
testimony  indicated  that  we  did  not  feel  that  legislation  to  permit  the 
organization  of  Federal  central  credit  unions,  and  to  permit  Federal 
credit  unions  to  invest  unlimited  funds  in  shares  of  central  credit 
unions,  is  either  necessary  or  desirable.  We  further  indicated  that 
this  type  of  central  credit  union  could  not  meet  the.  real  need  of  credit 
unions  for  a  source  of  discount  which  would  permit  them  to  maintain 
the  liquidity  necessary  to  adequately  serve  their  members.  H.R.  8305 
would  require  the  Director  of  the  Bureau  of  Federal  Credit  Unions  to 
submit  to  the  Congress  on  or  before  January  15,  1960,  a  draft  of  legis¬ 
lation  providing  for  federally  chartered  central  credit  unions.  We, 
of  course,  would  be  very  happy  to  study  this  matter  further  and  to 
submit  our  findings  to  the  Congress  but  we  do  not  believe  that  the 
requirement  made  by  section  3  of  the  bill  is  either  desirable  or  neces¬ 
sary. 

We  would,  therefore,  recommend  that  the  bill,  modified  as  suggested 
be  enacted  by  the  Congress. 
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Now,  the  committee  also  has  before  it  S.  1786  and  S.  1985  which  pro¬ 
pose  22  substantive  changes  in  the  Federal  Credit  Union  Act. 

Since  19  of  these  changes,  including  7  which  were  amended  as  we 
suggested,  are  included  in  II. R.  8305  they  have  been  commented  on. 

Both  S.  1786  and  S.  1985  proposed  a  new  authority  for  the  charter¬ 
ing  of  Federal  central  credit  unions  and  also  the  authority  to  permit 
Federal  credit  unions  to  invest  unlimited  funds  in  the  shares  of  Fed¬ 
eral  and  State  central  credit  unions. 

Since  I  have  already  commented  upon  this  provision  with  respect 
to  H.R.  8305,  I  would  just  reiterate  that  we  believe  that  experience 
would  indicate  that  central  credit  unions  are  not  necessary  or  desirable, 
and  we  would  therefore  not  recommend  these  proposals  for  adoption. 

S.  1786  and  S.  1985  further  propose  a  new  requirement  that  in  every 
case  of  an  adjudication  by  the  Director  under  the  Federal  Credit 
Union  Act,  determination  shall  be  made  on  the  record  after  provid¬ 
ing  an  opportunity  for  a  hearing  to  all  persons  and  credit  unions  who 
may  be  directly  affected  by  any  order  that  may  be  issued  as  a  result 
of  such  adjudication.  First  of  all,  we  are  not  aware  of  any  expressed 
desire  for  this  provision  by  Federal  credit  unions.  Further,  we  do 
not  believe  that  the  absence  of  this  requirement  during  the  25-year 
history  of  Federal  credit  unions  has  presented  any  problem  for  either 
the  Federal  credit  unions  or  the  Bureau.  In  view  of  the  fact  that  the 
Bureau  operates  without  any  appropriation  of  Treasury  funds  we  are 
especially  concerned  with  the  additional  time  and  expense  that  would 
be  entailed.  The  funds  that  support  the  Bureau  come  directly  from 
the  fees  paid  by  Federal  credit  unions  and  we  would  not  be  able  to  as¬ 
sume  any  additional  items  of  expense  without  an  increase  in  the  fees 
charged.  Certainly,  if  the  future  growth  of  Federal  credit  unions 
indicates  the  desirability  of  such  a  provision  we  would  favor  its  adop¬ 
tion,  but  for  the  reasons  stated  we  would  not  favor  its  adoption  at 
this  time. 

S.  1985  proposes  a  review  by  the  Director  if  an  expelled  member  re¬ 
quests  it  within  30  days  after  his  expulsion  by  the  members  of  the 
Federal  credit  union.  The  scope  of  this  review  and  its  consequences 
are  not  specified  in  the  bill.  If  all  that  is  intended  is  a  limited  review 
of  the  legality  under  the  act  and  the  bylaws  of  the  procedure  taken 
in  the  expulsion  action,  we  believe  the  amendment  is  unnecessary.  Au¬ 
thority  already  exists  under  the  law  for  us  to  take  action  in  case  of 
violations  of  the  law  or  the  bylaws,  and  the  severity  of  the  only  avail¬ 
able  sanction,  which  is  the  revocation  of  the  charter — the  bill  appar¬ 
ently  propses  no  alternative — provides  a  strong  deterrent  and  makes 
for  very  rare  use  of  the  authority.  Any  member  of  a  Federal  credit 
union  is  free  to  call  to  our  attention  any  violation  of  which  he  is 
aware — whether  in  connection  with  this  expulsion  or  otherwise— and 
to  request  an  investigation.  The  Bureau  has  never  been  reluctant  to 
conduct  such  investigations  and  to  attempt  to  correct  any  violations 
of  the  law  or  the  bylaws. 

If,  however,  it  is  intended  that  the  review  is  to  include  considera¬ 
tion  of  the  merits  of  the  dismissal,  we  would  be  opposed  to  it  as  unduly 
interferring  with  the  rights  of  the  credit  union,  since  the  expulsion 
must  be  preceded  by  a  two-thirds  vote  of  the  members  present  at 
a  special  meeting  properly  called  for  that  purpose  and  only  after  an 
opportunity  for  the  member  involved  to  be  heard.  The  absence  of 
standards  in  the  act  with  respect  to  the  right  of  a  member  to  retain  his 
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membership  would  be  an  added  ground  for  recommending  against  the 
proposal. 

That  summarizes  my  testimony,  Mr.  Chairman. 

The  Chairman.  Then  the  committee  understands  that  you  recom¬ 
mend  that  we  accept  the  House  bill  with  two  changes,  one,  that  limit 
on  unsecured  loans  be  $500,  instead  of  $1,000. 

Mr.  Gannon.  That  is  right,  Mr.  Chairman. 

The  Chairman.  And  the  other  that  you  be  requested  or  instructed 
to  study  the  question  of  central  bank,  but  not  be  required  to  submit  a 
bill  on  it? 

Mr.  Gannon.  That  is  right,  Mr.  Chairman. 

The  Chairman.  You  will  recall,  I  believe,  that  we  had  put  in  the 
$500  limit  2  years  ago  in  the  Financial  Institutions  Act. 

Mr.  Gannon.  That  is  correct. 

The  Chairman.  The  House  bill  provides  that  if  95  percent  of  the 
members  of  a  credit  union  were  Federal  employees,  they  should  be 
entitled  to  space  in  the  Federal  building,  if  available.  Was  not 
that  in  my  bill,  too  ? 

Mr.  Gannon.  Yes,  Mr.  Chairman. 

The  Chairman.  Do  you  endorse  the  House  provision  that  they  can 
charge  for  cashing  checks  and  issuing  checks  ?  As  I  understand  it, 
they  now  have  the  authority  to  do  that. 

Mr.  Gannon.  This  is  a  disputed  power.  It  was  reviewed  by  the 
courts  and  the  courts  held  that  Federal  credit  unions  did  not  have  this 
power,  Mr.  Chairman.  This  bill  would  give  specific  authority. 

The  Chairman.  Some  of  them  now  cash  checks  ? 

Mr.  Gannon.  To  our  knowledge  none  are  cashing  checks  for  a  fee, 
but  they  cash  checks  in  the  normal  course  of  their  business. 

The  Chairman.  I  just  want  to  get  it  clear  whether  we  are  just  au¬ 
thorizing  them  to  charge  a  fee  for  what  they  do,  or  whether  this  is 
a  new  power. 

Mr.  Gannon.  This  is  a  new  power  to  permit  them  to  issue  checks 
for  a  fee ;  in  other  words,  to  sell  checks  for  a  fee. 

The  Chairman.  Can  they  issue  a  check  now  without  a  fee  ? 

Mr.  Gannon.  I  do  not  believe  they  can  do  it  legally. 

The  Chairman.  Can  they  cash  a  check  without  a  fee  ? 

Mr.  Gannon.  They  can  do  so  as  a  part  of  a  transaction  with,  the 
credit  union,  but  they  may  not  engage  in  the  business  of  cashing 
checks,  Mr.  Chairman. 

The  Chairman.  They  cannot  engage  in  the  business  of  cashing 
checks,  but  they  can  do  it  if  they  do  not  do  it  too  much  ? 

Mr.  Gannon.  That  is  right. 

The  Chairman.  The  Chair  recognizes  the  Senator  from 
Connecticut. 

Senator  Bush.  I  was  just  going  to  ask  one  question.  I  am  afraid 
I  am  not  as  familiar  with  the  operation  of  these  credit  unions  as  1 
should  be,  perhaps  not  as  familiar  as  with  savings  banks  and  so 
forth.  These  credit  unions  are  of  varying  size  in  our  State  at  least. 
We  have  some  pretty  big  ones,  where  they  have  $10  million  or  $20 
million  of  assets,  and  then  some  have  less  than  a  million  dollars,  prob¬ 
ably  a  good  many. 

You  speak  of  a  loan  officer  in  your  statement.  Is  the  loan  officer  a 
full-time  operator  in  the  credit  union  setup  or  does  that  depend  on 
the  size  of  the  credit  union  ? 
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Mr.  Gannon.  This  depends,  Senator,  on  the  size  of  the  credit  union. 

Senator  Bush.  Suppose  it  is  a  small  one.  Is  a  member  of  the  credit 
union  a  loan  officer? 

Mr.  Gannon.  In  the  small  ones  they  would  normally  approve  loans 
through  a  committee  of  three  people  who  are  not  salaried  employees 
of  the  credit  union. 

Senator  Bush.  Is  it  your  recommendation  that  the  loan  officer’s 
authority  be  increased  so  that  he  could  make  loans  up  to  $500? 

Mr.  Gannon.  No,  this  is  a  new  authority,  Senator.  There  is  no 
provision  in  the  law  now  for  a  loan  officer. 

Senator  Bush.  You  are  recommending  it  though  ? 

Mr.  Gannon.  We  are  recommending  that  his  authority  be  limited 
to  $500,  that  is  right. 

Senator  Bush.  Yes.  So  this  would  only  apply  to  those  credit 
unions  large  enough  to  have  a  loan  officer? 

Mr.  Gannon.  That  is  right,  Senator. 

Senator  Bush.  I  just  wanted  to  get  that  clear. 

Mr.  Gannon.  This  would  be  an  optional  arrangement  with  the 
credit  committee;  whether  they  would  wish  to  delegate  to  a  loan  officer 
any  of  their  authority  to  approve  loans. 

Senator  Bennett.  But  it  puts  a  limit  on  the  extent  of  that  delega¬ 
tion  ? 

Mr.  Gannon.  That  is  right,  Senator. 

Senator  Proxmire.  Mr.  Chairman  ? 

The  Chairman.  The  Senator  from  Wisconsin. 

Senator  Proxmire.  Mr.  Chairman,  I  want  to  ask  Mr.  Gannon  why, 
he  says  “While  we  believe  that  some  upward  revision  is  justified 
we  do  not  feel  that  the  $1,000  limit  is  warranted  by  experience/’ 

I  notice  in  the  report  of  the  House  Committee  on  Banking  pnd 
Currency,  they  dealt  with  this  subject  in  justifying  the  recommenda¬ 
tion  of  an  increase  which  they  have  in  their  bill,  as  I  understand  it. 
They  said  the  experience  of  Federal  credit  unions  on  loans  of  this 
type  has  been  very  good  over  the  years,  and  it  is  felt  the  rising  cost 
of  commodities  and  services  and  so  forth,  plus  the  responsibility  of 
their  members,  warrants  the  increase. 

Why  is  that  not  desirable?  It  seems  to  me  it  might  be,  in  view 
of  the  fact  this  is  not  a  subsidized  operation — not  a  nickel  of  the  tax¬ 
payers’  money  is  in  it — is  that  not  right? 

Mr.  Gannon.  That  is  right,  Senator. 

Senator  Proxmire.  And  $1,000,  in  view  of  the  increase  in  incomes, 
and  inflation  and  so  forth,  seems  a  fairly  modest  loan  these  days. 
Why  do  you  feel  that  way  about  it  ? 

Mr.  Gannon.  Our  belief  is  based  on  a  study  which  we  made  which 
indicated  that  the  average  unsecured  loan  made  by  Federal  credit 
unions  was  $245,  and  that  46  percent  of  the  loans  that  were  made 
were  on  an  unsecured  basis. 

Now,  it  would  seem  therefore  that - 

Senator  Proxmire.  The  maximum  unsecured  loan  now  is  $400  ? 

Mr.  Gannon.  The  maximum  is  $400,  that  is  right. 

Senator  Proxmire.  So  this  would  be  one  of  the  reasons  why  this 
average  would  be  a  little  more  than  that  ? 

Mr.  Gannon.  This  would  regulate  the  average,  there  is  no  ques¬ 
tion  about  this.  It  would  seem,  however,  that  if  there  was  a  crying 
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need  for  larger  unsecured  loans,  the  average  would  be  somewhat 
nearer  $400  than  it  would  to  the  $245. 

What  we  are  interested  in,  Senator,  is  really  protecting  the  wonder¬ 
ful  experience  credit  unions  have  had  in  loans,  and  I  would  not  say 
for  a  minute  that  I  would  be  in  a  position  to  tell  you  what  would  be 
the  magic  figure  at  which  would  become  hazardous. 

This  is  only  our  concern;  No.  1,  that  we  would  have  a  safeguard  for 
the  investment  of  the  members  in  Federal  credit  unions,  so  it  would 
not  increase  their  loan  loss  experience;  and  No.  2,  that  they  would 
have  the  leeway  for  adequately  serving  their  members. 

Senator  Proxmire.  1  certainly  appreciate  your  objective.  Do  you 
have  any  study  indicating  the  incidence  of  loss  with  thousand-dollar 
loans  from  other  institutions  as  much  greater  than  the  incidence  of 
loss  from  smaller  loans  ? 

Mr.  Gannon.  No,  we  do  not. 

Senator  Proxmire.  On  what  basis,  then,  do  you  arrive  at  the  notion 
that  if  you  increase  this,  the  loan  experience  is  going  to  suffer? 

Mr.  Gannon.  Just  simply  because  you  have  an  extension  of  more 
credit  on  an  unsecured  basis.  When  you  have  security  you  have  some¬ 
thing  to  fall  back  upon. 

Senator  Proxmire.  Your  position,  then,  is  that  a  loan  in  excess  of 
$500,  unsecured,  might  result  in  a  worse  experience  ? 

Mr.  Gannon.  That  is  our  concern. 

Senator  Proxmire.  I  see. 

I  would  like  to  ask  you  this.  You  say : 

During  the  consideration  of  Federal  credit  union  legislation  by  the  Commit¬ 
tee  on  Banking  and  Currency  of  the  House  our  testimony  indicated  that  we  did 
not  feel  legislation  to  permit  the  organization  of  Federal  central  credit  unions, 
and  to  permit  Federal  credit  unions  to  invest  unlimited  funds  in  shares  of  cen¬ 
tral  credit  unions,  is  either  necessary  or  desirable. 

Once  again,  I  am  wondering :  Why  not,  if  this  is  an  agency  that  is 
not  subsidized,  an  agency  that  might  have  surplus  funds.  It  seems 
much  more  efficient  when  you  have  in  one  case  a  credit  union  which 
lias  additional  money  to  invest,  and  another  which  has  members  who 
want  to  borrow.  Why  should  they  not  have  a  central  credit  agency 
to  handle  that  problem  ? 

Mr.  Gannon.  Briefly,  Senator,  during  the  consideration  of  this 
proposal,  the  central  credit  union  was  only  distinguished  from  any 
another  credit  union  in  that  it  would  permit  credit  unions  also  to  be¬ 
come  members.  It  would  be  subject  to  all  the  other  limitations. 

It  was  our  feeling  first,  that  it  could  not  effectively  operate  as  a  cen¬ 
tral  agency  under  this  framework. 

Second,  it  has  been  our  experience  that  under  the  present  act,  credit 
unions  may  borrow  from  any  source  and  they  may  make  loans  to 
other  credit  unions.  Our  experience  has  indicated  there  does  not 
appear  to  be  any  lack  of  loan  facilities  available  to  credit  unions  who 
have  need  to  borrow. 

Senator  Proxmire.  Except  they  would  then  have  to  go  to  the  regular 
money  market? 

Mr.  Gannon.  They  may  go  to  another  credit  union  under  the  pres¬ 
ent  act. 

Senator  Proxmire.  I  see.  And  you  think  this  provision  is  unneces¬ 
sary  though  apparently  the  credit  unions  feel  it  would  make  them  more 
efficient  ? 
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Mr.  Gannon.  Our  feeling  is  that  at  the  present  time  there  is  not 
any  need  for  this  central  agency ;  and  secondly,  that  this  proposal  is 
not  a  good  proposal  for  a  central  agency  if  that  is  what  is  being  sought. 

Senator  Proxmire.  One  more  question,  Mr.  Chairman,  and  that 
pertains  to  the  last  part  of  the  same  paragraph,  where  you  object  to 
the  requirement  that  you  submit  to  the  Congress  on  or  before  January 
15  a  “draft  of  legislation  providing  for  federally  chartered  central 
credit  unions.”  Do  you  object  primarily  to  the  date?  Do  you  object 
to  the  requirement  to  draft  legislation  providing  for  these  credit 
unions  ?  Or  what  is  the  basis  ? 

Mr.  Gannon.  We  do  not  object  primarily  to  the  date.  A  later  date 
would  be  more  comfortable,  Senator,  but  this  is  not  something  we 
would  object  to.  Our  feeling  is  that  we  had  testified  before  the  House 
on  our  position  with  respect  to  central  credit  unions  and  yet  we  have 
a  directive  to  submit  a  proposal  for  central  credit  unions,  the  very 
thing  we  objected  to. 

Senator  Proxmire.  I  see. 

Thank  you,  sir. 

Senator  Williams.  Mr.  Chairman,  I  have  one  short  question. 

When  was  the  ceiling  of  $400  on  unsecured  loans  fixed  ? 

Mr.  Gannon.  In  1949,  Senator.  It  started  out  with  $50  and  then 
was  progressively  increased. 

Senator  Williams.  There  has  been  no  increase  since  1949  ? 

Mr.  Gannon.  That  is  right. 

The  Chairman.  Any  further  questions  ? 

If  not,  we  thank  you. 

(Mr.  Gannon’s  prepared  statement  follows :) 

Statement  by  J.  Deane  Gannon,  Director,  Bureau  of  Federal  Credit  Unions, 
Department  of  Health,  Education,  and  Welfare 

H. R.  8305  proposes  19  substantive  changes  in  the  Federal  Credit  Union  Act, 
some  of  which  were  originally  suggested  to  your  committee  by  the  Department 
of  Health,  Education,  and  Welfare,  as  a  part  of  the  Financial  Institutions  Act, 
S.  1451,  85th  Congress.  It  also  provides  for  eight  of  the  recommendations  made 
by  us  before  the  Committee  on  Banking  and  Currency,  House  of  Representatives. 

Accordingly,  we  would  favor  without  modification  the  following  17  proposals: 

I.  To  extend  the  loan  maturity  from  3  years  to  5  years  subject  to  amortization 
requirements  in  accordance  with  rules  and  regulations  prescribed  by  the  Director. 

2.  To  permit  loans  to  directors  and  committee  members  up  to  the  amount  of 
their  shareholdings  in  the  credit  union  as  now  provided  plus  the  total  unencum¬ 
bered  and  unpledged  shareholdings  in  the  Federal  credit  union  of  any  member 
pledged  as  security  for  the  obligation  of  such  director  or  member  of  committee. 

3.  To  more  specifically  state  the  prohibition  against  endorsement  of  loans  for 
borrowers  by  members  of  the  supervisory  or  credit  committee  rather  than  com¬ 
mittee  member  as  now  provided. 

4.  To  provide  specific  authority  for  Federal  credit  unions  to  cash  and  sell 
checks  for  members  only  and  to  make  a  reasonable  charge  therefor  in  accordance 
with  rules  and  regulations. 

5.  To  provide  for  the  appointment  of  the  supervisory  committee  by  the  board 
of  directors  rather  than  by  election  by  the  members. 

G.  To  permit  the  election  of  more  than  one  vice  president. 

7.  To  change  the  title  of  the  position  now  designated  as  “clerk”  to  “secretary.” 

8.  To  incorporate  in  the  law  the  limitation  now  prescribed  by  the  bylaws  that 
no  executive  officer,  except  the  treasurer,  shall  be  compensated  as  such. 

9.  To  provide  specific  authority  for  the  board  of  directors  to  compensate  the 
necessary  auditing  assistance  requested  by  the  supervisory  committee  and  also 
for  the  loan  officers  appointed  by  the  credit  committee. 

10.  To  permit  the  board  to  appoint  an  executive  committee  to  act  for  it  in  the 
purchase  and  sale  of  securities  or  the  making  of  loans  to  other  credit  unions,  or 
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both,  and  to  authorize  such  committee  or  a  membership  officer  appointed  by  the- 
board,  other  than  the  treasurer,  an  assistant  treasurer  or  a  loan  officer,  to- 
approve  applications  for  membership  under  such  conditions  as  the  board  may 
prescribe. 

11.  To  specify  that  dividends  may  be  declared  by  the  board  of  directors  instead 
of  by  the  members. 

12.  To  provide  that  the  bylaws  may  specify  semiannual  dividends  rather  than> 
the  present  limitation  to  annual  dividends. 

13.  To  permit  dividend  credit  for  a  full  month  on  those  shares  which  are  or- 
become  fully  paid  up  during  the  first  5  days  of  that  month. 

14.  To  permit  allocation  of  space  in  Federal  buildings  to  those  credit  unions- 
who  have  at-  least  93  percent  of  the  membership  of  which  is  composed  of  Fed¬ 
eral  employees  at  the  time  of  admission  into  the  credit  union,  and  members  of 
their  families,  instead  of  the  present  requirement  that  the  membership  be  com¬ 
posed  exclusively  of  Federal  employees  and  members  of  their  families. 

13.  To  provide  specific  authority  which  would  permit  under  certain  conditions, 
the  conversion  from  a  Federal  to  a  State  credit  union  and  from  a  State  to  a 
Federal  credit  union. 

16.  To  extend  the  Federal  Credit  Union  Act  to  the  several  territories  and  the 
several  possessions  in  addition  to  the  several  States,  the  District  of  Columbia,, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico. 

17.  To  amend  section  2113(g)  of  title  18  of  the  United  States  Code  so  that 
robbery  of  a  Federal  credit  union  will  be  a  crime  under  Federal  statute. 

The  proposed  revision  of  section  15  of  the  Federal  Credit  Union  Act  would 
increase  the  unsecured  loan  limit  from  $400  as  now  provided  to  $1,000  and  would 
authorize  the  credit  committee  to  delegate  to  a  loan  officer  power  to  approve 
loans  up  to  the  unsecured  loan  limit.  We  are  quite  proud  of  the  loan  experience- 
of  Federal  credit  unions  and  we  believe  that  an  upward  revision  of  the  un¬ 
secured  loan  limit  is  warranted.  Your  committee,  upon  our  recommendation, 
proposed  an  unsecured  loan  limit  of  $500  in  the  Financial  Institutions  Act  and 
we  again  recommended  the  $500  to  the  House  Committee  on  Banking  and  Cur¬ 
rency  during  the  consideration  of  this  bill.  While  we  believe  that  some  upward 
revision  is  justified  we  do  not  feel  that  the  $1,000  limit  is  warranted  by  ex¬ 
perience. 

We  also  support  a  delegation  of  authority  to  a  loan  officer  to  approve  loans 
within-  certain  limitations.  This  proposal  was  also  one  of  our  recommendations; 
to  your  committee  for  title  VII  of  the  Financial  Institutions  Act.  We  do  not, 
however,  believe  it  desirable  to  establish  a  direct  relationship  between  the  un¬ 
secured  loan  limit  and  approval  of  loans  by  a  loan  officer.  Accordingly,  we- 
would  suggest  that  adequate  relief  to  the  credit  committee  and  prompt  service 
to  the  borrowers  could  be  attained  by  limiting  the  delegation  of  authority  to 
the  loan  officer  to  those  applications  for  loans  of  $500  and  less. 

During  the  consideration  of  Federal  credit  union  legislation  by  the  Commit¬ 
tee  on  Banking  and  Currency  of  the  House  our  testimony  indicated  that  we  did 
not  feel  legislation  to  permit  the  organization  of  Federal  central  credit  unions, 
and  to  permit  Federal  credit  unions  to  invest  unlimited  funds  in  shares  of  cen¬ 
tral  credit  unions,  is  either  necessary  or  desirable.  We  further  indicated  that 
this  type  of  central  credit  union  could  not  meet  the  real  need  of  credit  unions 
for  a  source  of  discount  which  would  permit  them  to  maintain  the  liquidity 
necessary  to  adequately  serve  their  members.  H.Ii.  8305  would  require  the 
Director  of  the  Bureau  of  Federal  Credit.  Unions,  to-  submit  to  the  Congress  on 
or  before  January  15,  1960,  a  draft  of  legislation  providing  for  federally  char¬ 
tered  central  credit  unions.  We,  of  course,  would  be  very  happy  to  study  this 
matter  further  and  to  submit  our  findings  to  the  Congress  but  we  do  not  believe 
that  the  requirement  made  by  section  3  of  the  bill  is  either  desirable  or 
necessary. 

We  would,  therefore,  recommend  that  the  bill,  modified  as  suggested  be  en¬ 
acted  by  the  Congress. 

Now,  the  committee  also  has  before  if  S.  1786  and  S.  1985  which  propose  22 
substantive  changes  in  the  Federal  Credit  Union  Act. 

Since  19  of  these  changes,  including  7  which  were  amended  as  we  suggested, 
are  included  in  FI  R.  S305  they  have  been  commented  on. 

Both  S.  1786  and  S.  1985  propose  a  new  authority  for  the  chartering  of  Federal 
central  credit  unions  and  also  the  authority  to  permit  Federal  credit  unions  to 
invest  unlimited  funds  in  the  shares  of  Federal  and  State  central  credit  unions. 
Actually  these  proposals  add  very  little  flexibility  for  Federal  credit  unions. 
The  present  act  permits  Federal  credit  unions  to  borrow  from  any  source.  It  also 
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permits  them  to  make  loans  to  other  credit  unions.  In  addition  there  are  officers 
credit  unions  which  provide  additional  sources  of  borrowing  for  the  officials 
who  are  limited  in  their  borrowing  from  their  own  credit  union.  It  is  acknowl¬ 
edged  that  a  number  of  the  States  do  permit  the  organization  of  central  credit 
unions  and  the  investment  therein  by  State-chartered  credit  unions.  It  seems, 
however,  that  through  this  vehicle  there  has  developed  in  an  unorganized  manner 
a  quasi-central  system  which  in  terms  of  economic  stress  could  not,  as  I  pointed 
out  above,  meet  the  real  need  of  credit  unions  for  a  source  of  discount  which 
would  permit  them  to  maintain  the  liquidity  necessary  to  adequately  serve  their 
members.  Certainly  central  credit  unions  which  operate  under  the  same  statu¬ 
tory  provisions  as  other  credit  unions  could  not  hope  to  service  any  more  effec¬ 
tively  the  needs  of  credit  unions  than  the  facilities  that  are  now  available. 

We  do  not  believe  that  a  strong  case  could  be  made  for  unlimited  investment 
by  Federal  credit  unions  in  shares  of  central  credit  unions  in  order  to  obtain  a 
greater  yield  from  investments.  We  believe  that  experience  has  indicated  that 
central  credit  unions  could  not  pay  a  higher  rate  of  dividend  than  the  yield 
normally  returned  by  the  presently  permitted  investments. 

In  view  of  these  considerations  we  do  not  feel  that  legislation  to  permit  the 
organization  of  Federal  central  credit  unions  and  to  permit  Federal  credit  unions 
to  invest  unlimited  amounts  in  shares  of  central  credit  unions  is  either  necessary 
or  desirable  and  we  would,  therefore,  not  recommend  these  proposals  for  adoption. 

S.  1786  and  S.  1985  further  propose  a  new  requirement  that  in  every  case  of  an 
adjudication  by  the  Director  under  the  Federal  Credit  Union  Act,  determinations 
shall  be  made  on  the  record  after  providing  an  opportunity  for  a  hearing  to  all 
persons  and  credit  unions  who  may  be  directly  affected  by  any  order  that  may  be 
issued  as  a  result  of  such  adjudication.  First  of  all,  we  are  not  aware  of  any 
expressed  desire  for  this  provision  by  Federal  credit  unions.  Further,  we  do  not 
believe  that  the  absence  of  this  requirement  during  the  25-year  history  of  Federal 
credit  unions  has  presented  any  problem  for  either  the  Federal  credit  unions  or 
the  Bureau.  In  view  of  the  fact  that  the  Bureau  operates  without  any  appro¬ 
priation  of  Treasury  funds  we  are  especially  concerned  with  the  additional 
time  and  expense  that  would  be  entailed.  The  funds  that  support  the  Bureau 
come  directly  from  the  fees  paid  by  Federal  credit  unions  and  we  would  not  be 
able  to  assume  any  additional  items  of  expense  without  an  increase  in  the  fees 
charged.  Certainly,  if  the  future  growth  of  Federal  credit  unions  indicates  the 
desirability  of  such  a  provision  we  would  favor  its  adoption,  but  for  the  reasons 
stated  we  would  not  favor  its  adoptiomat  this  time. 

S.  1985  proposes  a  review  by  the  Director  if  an  expelled  member  requests  it 
within  30  days  after  his  expulsion  by  the  members  of  the  Federal  credit  union. 
The  scope  of  this  review  and  its  consequences  are  not  specified  in  the  bill.  If 
all  that  is  intended  is  a  limited  review  of  the  legality  under  the  act  and  the  by¬ 
laws  of  the  procedure  taken  in  the  expulsion  action,  we  believe  the  amendment 
is  unnecessary.  Authority  already  exists  under  the  law  for  us  to  take  action  in 
case  of  violations  of  the  law  or  of  the  bylaws,  and  the  severity  of  the  only 
available  sanction,  which  is  the  revocation  of  the  charter — the  bill  apparently 
proposes  no  alternative — provides  a  strong  deterrent  and  makes  for  very  rare 
use  of  the  authority.  Any  member  of  a  Federal  credit  union  is  free  to  call  to 
our  attention  any  violation  of  which  he  is  aware — whether  in  connection  with 
his  expulsion  or  otherwise — and  to  request  an  investigation.  The  Bureau  has 
never  been  reluctant  to  conduct  such  investigations  and  to  attempt  to  correct 
any  violations  of  the  law  or  the  bylaws. 

If,  however,  it  is  intended  that  the  review  is  to  include  consideration  of  the 
merits  of  the  dismissal,  we  would  be  opposed  to  it  as  unduly  interfering  with 
the  rights  of  the  credit  union,  since  the  expulsion  must  be  preceded  by  a  two- 
thirds  vote  of  the  members  present  at  a  special  meeting  properly  called  for  that 
purpose  and  only  after  an  opportunity  for  the  member  involved  to  be  heard. 
The  absence  of  standards  in  the  act  with  respect  to  the  right  of  a  member  to 
retain  his  membership  would  be  an  added  ground  for  recommending  against 
the  proposal. 

The  Chairman.  The  next  witness  will  be  Mr.  Julius  Stone,  presi¬ 
dent,  Credit  Union  National  Association. 

The  Chair  will  recognize  Mr.  Stone. 
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STATEMENT  OF  JULIUS  STONE,  PRESIDENT,  CREDIT  UNION 
NATIONAL  ASSOCIATION 


Mr.  Stone.  Mr.  Chairman,  may  I  have  the  privilege  of  having  Mr. 
Vance  Austin,  the  managing  director  of  CUN  A  up  here? 

The  Chairman.  Yes,  indeed. 

Senator  Proxmire.  I  would  like  to  say  that  Vance  Austin  is  a  resi¬ 
dent  of  Madison,  Wis.  We  are  extremely  proud  of  Mr.  Austin  and 
his  organization.  Their  international  headquarters  is  in  Madison 
and  we  are  mighty  happy  to  have  them  there.  They  are  a  great  asset 
to  my  State  and  the  home  community. 

The  Chairman.  We  are  pleased  to  have  him  with  us  here  this 
morning. 

Mr.  Stone.  Mr.  Chairman,  in  view  of  your  statement  that  time  is 
short  and  in  view  of  the  recent  statement  of  the  Director  of  the  Bu- 
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reau  indicating  that  as  far  as  the  Bureau  is  concerned,  there  are  only 
two  or  three  points  on  which  there  might  be  some  clarification,  may  I 
suggest  that  instead  of  proceeding  as  I  had  intended  to,  I  will  follow 
the  chairman’s  suggestion  and  I  will  make  a  brief  statement  and  then 
ask  that  the  summary  which  we  should  like  to  present  be  read  into 
the  record. 

The  Chairman.  Without  objection,  the  witness’  full  statement  will 
appear  in  the  record  and  he  can  summarize  it. 

Mr.  Stone.  My  name  is  Julius  Stone.  I  am  president  of  the  Credit 
Union  National  Association,  Inc.  During  the  2  years  prior  to  my 
•election  to  this  office,  I  served  as  a  vice  president  of  the  organization 
and  as  chairman  of  its  legal  and  legislative  committee.  We  are  cele¬ 
brating  this  year  the  50th  anniversary  of  the  first  credit  union  law  in 
this  country — and  I  am  proud  to  be  a  citizen  of  the  State  whose  legis¬ 
lature  first  enacted  that,  Massachusetts — the  25th  anniversary  of  our 
national  association,  and,  more  directly  in  point  here,  the  25th  an¬ 
niversary  of  our  Federal  Credit  Union  Act. 

We  are  grateful  to  Chairman  Robertson  and  the  members  of  this 
committee  for  the  opportunity  to  appear  before  you  and  to  present 
our  views  on  H.R.  8305.  And  we  are  delighted  to  note  that  the  House 


of  Representatives 


massed  this  bill  without  objection. 


The  Federal  Credit  Union  Act,  passed  in  1934,  has  proved  to  be  one 
)  of  the  most  workable  and  worthwhile  pieces  of  legislation  ever  passed 
for  the  benefit  of  the  common  man.  It  has  been  a  blessing  to  literally 
millions  of  people  who  in  the  past  25  years  have  enjoyed  the  benefits 
of  membership  in  a  Federal  credit  union. 

At  the  present  time  there  are  more  than  9,500  Federal  credit  unions, 
operating  in  each  of  the  50  States  of  the  Union,  and  in  the  Canal 
Zone,  the  District  of  Columbia,  Puerto  Rico,  and  the  Virgin  Islands. 
These  Federal  credit  unions  provide  many  of  the  everyday  thrift 
and  credit  needs  of  approximately  5,200,000  Americans. 

Although  the  Federal  Credit  Union  Act  has  been  in  existence  only 
half  of  the  50  years  during  which  credit  unions  have  operated  in  this 
country,  almost  half  of  our  20,000  credit  unions  have  been  chartered 
by  the  Federal  Government,  and  almost  half  of  the  11  million  credit 
union  members  in  the  United  States  are  members  of  Federal  credit 
unions. 

As  of  December  31,  1958,  these  Federal  credit  unions  had  assets  in 
excess  of  $2  billion,  and  they  are  growing  at  a  rate  of  approximately 
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$300  million  each  year.  These  assets  represent  the  savings  of  many 
American  families — many  average  American  families — who  previ¬ 
ously  would  have  saved  only  a  small  fraction  of  this  amount.  It  is 
interesting  to  note  that  the  size  of  the  average  credit  union  is  approxi¬ 
mately  $70,000  in  terms  of  assets. 

The  first  Federal  credit  union  was  organized  by  the  municipal  em¬ 
ployees  of  Texarkana,  Tex.,  shortly  after  the  original  Federal  Credit 
Union  Act -was  passed  25  years  ago.  It  may  be  of  interest  to  you  to 
note  that  its  name  is  the  Morris  Sheppard  Federal  Credit  Union  in 
honor  of  the  late  Senator  Morris  Sheppard,  sponsor  of  the  original 
Federal  Credit  Union  Act. 

Since  their  beginning  in  1934  Federal  credit  unions  have  loaned 
their  members  approximately  $12  billion  for  provident  and  produc¬ 
tive  purposes.  Over  $2  billion  of  this  amount  was  loaned  out  to  Fed¬ 
eral  credit  union  members  during  1958  alone.  But  this  is  only  half 
of  the  full  picture  because  during  1958  a  total  of  $222  million  was 
added  to  the  savings  of  Federal  credit  union  members,  and  we  respect¬ 
fully  submit  that  this  probably  might  not  have  have  happened  had 
it  not  been  for  the  fact  there  were  Federal  credit  unions  m  existence 
who  were  serving  this  need. 

I  point  out  these  facts  so  that  you  gentlemen  can  fully  appreciate 
the  extensive  impact  the  Federal  Credit  Union  Act  has  had  on  the 
citizens  and  economy  of  our  country  in  the  relatively  short  period  of 
25  years. 

As  illustrated  by  these  figures,  the  biggest  and  best  accomplishment 
of  the  act  lias  been  the  way  in  which  it  has  enabled  millions  of  Ameri¬ 
cans  to  join  together  in  credit  unions  to  help  each  other  learn  to  save 
and  to  provide  each  other  with  a  constant  and  convenient  source  of 
low-cost  credit.  This  twofohl  accomplishment  lias  been  recognized 
by  Government,  financial,  industrial,  labor  union,  religious,  and  com¬ 
munity  leaders  for  many  years,  and  many  of  them  have  spoken  out 
frequently  in  full  support  of  the  credit  union’s  purposes  and  phi¬ 
losophy. 

Operating  on  the  theory  that  man’s  most  valuable  asset  is  his  char¬ 
acter,  these  Federal  credit  unions  have  marked  up  an  outstanding 
record  of  collection  in  the  past  25  years.  During  this  time,  less  than 
one-fifth  of  1  percent  of  the  billions  of  dollars  they  have  loaned  has 
not  been  repaid  by  their  members — a  record  that  any  financial  insti¬ 
tution  would  be  more  than  proud  of. 

It  must  also  be  said,  however,  that  even  though  the  Federal  Credit 
Union  Act  has  proven  to  be  a  remarkably  effective  instrument  during 
the  25  years  of  its  existence,  it  has  not  kept  pace  in  many  respects  with 
the  widespread  changes  that  have  taken  place  in  our  economy,  and 
with  the  evolving  needs  of  Federal  credit  unions  and  their  members. 

For  this  reason,  the  legislation  before  you  was  introduced  in  this 
session  of  Congress.  The.  purpose  behind  each  of  the  suggested 
revisions  is  to  bring  the  act  into  tune  with  today’s  economy,  while 
maintaining  the  basic  philosophy  of  the  credit  union  movement.  As 
all  of  us  know,  there  has  heen  a  tremendous  change  in  the  credit 
needs  and  habits  of  the  average  American  family  during  the  past 
decade.  Credit  has  become  the  heart  of  our  economic,  system.  It 
has  now  been  10  years  since  the  unsecured  loan  limit  in  the  Federal 
Credit  Union  Act  was  increased  from  $300  to  $400  and  during  these 
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10  years  the  cost  of  basic  goods  and  services  has  increased  substan¬ 
tially.  In  some  cases  it  has  more  than  doubled.  This  requested 
increase  and  the  other  changes  in  the  act  are  essential,  we  respect¬ 
fully  submit,  in  order  to  enable  Federal  credit  unions  to  serve  their 
members  in  the  future  at  least  as  well  as  they  have  in  the  past. 

Two  other  bills,  S.  1786  and  S.  1985,  which  also  propose  to  amend 
and  modernize  the  Federal  Credit  Union  Act,  are  before  the  commit¬ 
tee.  They  contain  the  following  additional  major  changes : 

1.  To  provide  for  the  chartering  of  Federal  central  credit  unions 
with  a  field  of  membership  of  Federal  and  State  chartered  credit 
unions,  and  directors  and  committee  members  of  such  credit  unions 
within  a  well-defined  geographical  area. 

2.  To  permit  investment  by  Federal  credit  unions  in  the  shares  of 
central  credit  unions. 

Federal  credit  unions  have  been  seeking  these  amendments  or  simi¬ 
lar  changes  in  the  Federal  law  for  a  number  of  years.  We  are  disap¬ 
pointed  that  these  changes  were  not  included  in  II. R.  8305  as  it  passed 
the  House  of  Representatives.  However,  since  H.R.  8305  does  contain 
many  other  improvements  that  are  long  overdue  and  urgently  needed 
by  Federal  credit  unions,  we  are  urging  that  the  committee  approve 
this  bill  in  its  present  form. 

The  attached  statement  and  explanation  of  the  amendments  and  the 
purpose  they  are  intended  to  serve  refer  only  to  H.R.  8305. 

I  should  like  to  add  some  additional  notes  of  my  own.  It  would 
be  very  appropriate,  Mr.  Chairman  and  gentleman  of  this  committee, 
if,  on  the  occasion  of  the  25th  anniversary  of  the  Federal  credit  union 
law,  which  we  are  observing  this  year,  the  Congress  woidd  give  the 
people  of  the  United  States  who  are  interested  in  Federal  credit 
unions  this  much-needed  legislation. 

I  respectfully  submit,  with  reference  to  the  provisions  relating  to 
loan  officers,  that  if  you  decide  to  increase  the  maximum  signature  loan 
limit  to  $1,000,  then  the  loan  officers  ought  to  be  authorized  to  make 
loans  up  to  that  amount. 

I  do  not  think  it  would  work  out  very  well  if  the  maximum  signa¬ 
ture  loan  amount  were  more  than  $500  and  the  authority  of  the  loan 
officers  was  limited  to  $500. 

And  then  may  I  say  just  a  word  in  connection  with  this:  We  are 
asking  that  the  signature  loan  limit  be  increased  from  $400  to  $1,000  to 
allow  credit  unions  to  more  effectively  satisfy  the  consumer  credit 
needs  of  the  expanding  credit  union  membership.  Congress  has  pro¬ 
gressively  increased  this  limit  from  $50  initially  in  the  original  act  to 
$100  in  1940,  $300  in  1946,  and  $400  in  1949.  The  experience  of  Fed¬ 
eral  credit  unions  on  loans  of  this  type  has  been  very  good  over  the 
years,  and  it  is  felt  that  the  rising  cost  of  commodities  and  services, 
coupled  with  the  progressive  growth  in  knowledge  on  the  part  of 
credit  unions  of  the  character  and  financial  responsibility  of  their 
members,  warrants  the  requested  increase  in  the  signature  loan  limit. 

When  an  application  for  a  loan  is  considered  by  a  credit  union,  the 
purpose  of  the  loan,  the  member’s  ability  to  repay,  and  the  member’s 
character  are  the  major  determining  factors.  Security  on  loans  up 
to  $1,000  is  often  taken  simply  to  satisfy  the  act.  We  do  this  because 
on  the  basis  of  our  wide  experience  we  know  that  these  people  want 
to,  and  are  fully  able  to- repay  these  loans. 
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Loans  requiring  security  are  time  consuming  in  terms  of  record 
keeping  and  create  additional  expense  through  the  processing  of 
mortgages,  the  paying  and  recording  of  fees,  additional  postage,  ma¬ 
terials,  etc.  If  the  proposed  change  meets  with  your  approval  and 
we  are  permitted  to  grant  loans  up  to  $1,000  without  additional 
security,  it  will  reduce  these  expenses  and  allow  Federal  credit  unions 
to  operate  more  efficiently.  Of  course,  the  credit  committee  or  a  desig¬ 
nated  loan  officer  would  carefully  consider  such  larger  signature  loans 
in  order  to  fully  protect  members’  shareholdings. 

Many  State-chartered  credit  unions,  as  well  as  other  types  of  lend¬ 
ing  institutions,  are  not  restricted  to  signature  loans  in  the  amount 
of  $400.  In  some  instances  there  are  no  restrictions  at  all  in  the 
State  credit  union  act.  The  present  limitation  in  the  Federal  Credit 
Union  Act  results  in  many  members  in  need  not  availing  themselves  to 
the  fullest  extent  of  our  credit  facilities. 

The  Chairman.  May  the  Chair  interrupt  ?  Rather  than  read  that, 
will  you  not  just  put  it  in  the  record?  If  you  have  something  else 
to  add  or  will  summarize  what  is  in  the  record,  do  that.  As  you 
know,  our  time  is  limited. 

Mr.  Stone.  I  appreciate  that.  I  think  that  the  summary  I  have 
included  in  the  statement,  if  read  into  the  record,  will  cover  these 
matters,  Mr.  Chairman. 

The  Chairman.  We  thank  you  very  much.  The  Chair  is  very  much 
interested  in  the  statement  that  you  had  a  credit  union  in  Wisconsin 
25  years  before  the  Federal  law  was  passed. 

Mr.  Stone.  In  Massachusetts.  And  I  have  been  treasurer  of  that 
credit  union  in  Massachusetts  for  more  than  32  years. 

The  Chairman.  What  about  Wisconsin?  Did  they  have  a  law 
ahead  of  the  F ederal  one  ? 

Mr.  Austin.  Yes,  for  some  years  ahead  of  it. 

The  Chairman.  IIow  many  years  ? 

Mr.  Austin.  Mr.  Gannon  could  tell  us. 

Mr.  Gannon.  In  1923,  Mr.  Chairman. 

The  Chairman.  In  1923.  That  explains  why  you  have  so  many 
more  members  than  Virginia. 

We  have  122,800  members  in  Virginia  and  you  have  325,000  in 
Wisconsin.  But  in  Wisconsin  the  State  law  permits  unsecured  loans  up 
to  $500  and  that  probably  accounts  for  why  you  have  so  many  more 
State  credit  unions  than  Federal  ones. 

Senator  Sparkman  was  very  much  interested  in  this  program,  and 
he  introduced  a  bill  on  the  subject. 

Senator  Sparkman  unfortunately  had  to  leave  last  night  to  keep 
a  long-standing  engagement  to  speak  to  the  American  Bar  Associa¬ 
tion  in  Miami,  Fla.  I  am  sure  he  would  like  to  be  here  to  take  part 
in  this  hearing. 

You  have  heard  Mr.  Gannon  say  that  the  limit  should  not  be  more 
than  $500,  and  the  House  bill  had  $1,000.  Senator  Sparkman  told 
me  before  he  left  that  he  thought  the  committee  would  be  well  advised 
to  come  in  between  those  amounts  at  some  appropriate  figure. 

The  second  thing  Senator  Sparkman  said  was  that  he  thought  in¬ 
stead  of  directing  Mr.  Gannon  to  submit  a  bill  on  central  credit  unions, 
it  would  be  better  to  direct  him  to  make  a  study  and  submit  a  report 
with  recommendations  of  legislation  if  the  Department  of  Health, 
Education,  and  Welfare  thought  it  wise. 
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We  have,  as  you  know,  three  bills  before  us.  Senator  Sparkman 
thinks  that  we  ought  to  take  the  House  bill  with  those  two  modified 
changes,  to  get  the  substance  of  what  you  have  recommended,  plus  an 
increase  in  the  maximum  of  unsecured  loans,  and  have  a  chance  to 
write  something  into  law,  rather  than  to  continue  these  hearings  to 
consider  additional  matters. 

Which  would  you  prefer?  That  the  committee  make  some  con¬ 
cessions  to  the  time  schedule,  or  that  the  committee  consider  all  these 
recommendations  at  length  ? 

Mr.  Stone.  Mr.  Chairman,  I  personally  would  feel  very  happy  if 
the  bill,  as  you  indicated,  was  enacted  at  this  time. 

Senator  Proxmire.  Could  I  ask  something  at  that  point,  Mr. 
Chairman? 

The  Chairman.  The  Chair  recognizes  the  Senator  from  Wisconsin. 

Senator  Proxmire.  Did  I  understand  you  to  say  that  the  study  that 
would  be  made  by  Mr.  Gannon  would  be  made  in  the  event  they 
wanted  to  make  it,  or  did  you  mean  that  the  study  would  be  required, 
j  but  the  report  would  not  be  a  legislative  draft  but  simply  a  recom¬ 
mendation  ? 

The  Chairman.  The  study  would  be  required  and  the  require¬ 
ment  would  be  written  into  the  bill.  The  Department  would  be 
called  upon  to  recommend  legislation  if  it  was  thought  that  legisla¬ 
tion  was  desirable.  But  the  study  would  have  to  be  made  in  any 
event. 

Senator  Proxmire.  Thank  you. 

The  Chairman.  The  Chair  recognizes  any  members  on  the  right 
who  wish  to  inquire. 

Senator  Bush.  Just  one  question,  Mr.  Chairman  ? 

The  Chairman.  The  Senator  from  Connecticut,  Mr.  Bush. 

Senator  Bush.  What  is  the  present  borrowing  power  of  the  credit 
unions?  What  limits  exist  upon  that  borrowing  power,  if  any?  Is 
there  any  general  limit  ? 

Mr.  Stone.  Yes;  there  is  a  provision  of  law  that  a  credit  union  may 
borrow  up  to  50  percent. 

Senator  Bush.  Is  that  of  its  assets? 

Mr.  Austin.  An  amount  equal  to  50  percent  of  the  savings  in  the 
credit  union  they  may  borrow  from  another  Federal  credit  union  or 
'j  bank. 

Senator  Bush.  That  is  a  regular  rule  for  all  credit  unions  ? 

Mr.  Stone.  Yes,  sir. 

Senator  Bush.  Is  that  a  regulation  or  part  of  the  law  ? 

Mr.  Stone.  Part  of  the  law,  “to  borrow  in  accordance  with  such 
rules  and  regulations  as  may  be  prescribed  by  the  Director  from  any 
source  in  aggregate  amount  not  exceeding  50  percent  of  its  paid-in 
and  unimpaired  capital  and  surplus.” 

Senator  Bush.  Could  you  tell  us,  then,  approximately  to  what  ex¬ 
tent  that  is  availed  of?  Do  you  have  any  figures  on  that?  Is  it  a 
general  practice  of  credit  unions  to  borrow  ? 

Mr.  Stone.  Yes,  I  understand  it  is. 

Senator  Bush.  In  other  words,  they  really  have  more  demand  for 
loans  than  they  accumulate  in  savings  within  their  institutions?  Is 
that  right? 
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Mi\  Stone.  I  understand  some  of  them  do.  Sometimes  this  depends 
upon  seasonal  requirements.  Last  week  I  was  in  Denver,  Colo.  They 
told  me  they  had  a  very  difficult  situation  there.  They  were  not  able 
to  get  the  money  to  take  care  of  the  needs  of  their  people  in  that 
particular  credit  union  in  Colorado  which  was  suffering  from  a  short¬ 
age  of  funds  resulting  from  a  strike. 

Senator  Bush.  You  do  not  have  in  mind  a  figure — there  are  9,500 
credit  unions,  I  believe  you  said- — you  do  not  have  in  mind  a  figure 
of  what  percent  of  their  total  assets  may  be  borrowed  on  ?  Are  they 
borrowing  as  a  group  of  banks  ?  They  have  a  total,  of  about  $2  bil¬ 
lion  of  savings  according  to  the  testimony  here.  What  are  the  total 
loans  outstanding  at  some  period  like  the  end  of  last  year,  or  March 
31,  or  some  other  date?  Can  you  give  us  some  idea? 

Mr.  Stone.  Yes,  Senator,  may  I  ask  Mr.  Gannon  to  give  you  them. 
It  is  in  his  report  and  he  has  them  here. 

Mr.  Gannon,  will  you  answer  this  question  ? 

Mr.  Gannon.  At  the  end  of  1958,  Federal  credit  unions  had  bor¬ 
rowed  outstanding  $37,481,000. 

Senator  Bush.  They  were  borrowing  $37  million  ? 

Mr.  Gannon.  That  is  right. 

Senator  Bush.  And  their  total  assets  were - 

Mr.  Gannon.  $2  billion. 

Senator  Bush.  So  actually  the  borrowing  at  that  stage  appeared 
to  be  a  very  small  percentage  of  their  total  assets — $37  million  of 
borrowing’s  compared  with  $2  billion  of  assets? 

Mr.  Gannon.  Yes. 

Senator  Bush.  That  is  what  I  wanted  to  get.  Thank  you. 

Senator  Proxmire.  May  I  ask  one  more  question  ? 

Mr.  Stone,  the  main  objection  to  increasing  the  unsecured  loan 
limit  to  $750  or  $1,000  or  to  anything  above  $500  was  that  it  would 
endanger  the  fine  record  the  credit  unions  had  on  repayments.  What 
is  your  answer  to  that  ? 

Air.  Stone.  I  think  you  asked  Mr.  Gannon  if  there  was  any  study 
he  had  made  or  any  record  which  would  tend  to  indicate  that  loans 
between  $500  and  $1,000  would  probably  not  be  repaid  as  well  as  loans 
of  lesser  amounts. 

Senator  Proxmire.  Let  me  ask  you  of  your  own  personal  expe¬ 
rience. 

Mr.  Stone.  My  own  experience  is  that  repayment  would  be  better 
than  in  the  case  of  the  smaller  $50  or  $100  unsecured  loans. 

Senator  Proxmire.  Does  CUNA  have  a  record  on  the  basis  of  its 
experience?  Does  it  have  a  record  or  are  they  both  approximately 
the  same  ? 

Mr.  Stone.  Mr.  -Austin  points  out  that  we  have  no  statistics  in  con¬ 
nection  with  that,  but  I  have  expressed  my  personal  experience  over 
a  period  of  32  years  in  my  own  State-chartered  credit  union  in  Massa¬ 
chusetts,  and  my  own  personal  experience  as  a  result  of  contacts  with 
people  in  other  credit  unions,  that  there  is  no  probability  that  these 
loans  would  be  repaid  in  a  less  satisfactory  manner  than  loans  under 
$500.  And  my  own  feeling  is  they  would  be  repaid  much  better  than 
loans  under  $500. 

And  of  course  I  ought  to  point  out  that  the  credit  committee  in  each 
credit  union  would  determine  the  amount  which  it  loaned,  so  it  would 
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not  have  to  loan  the  maximum,  and  would  not  loan  the  maximum  in 
many  cases  if  the  credit  union  did  not  think  it  was  desirable. 

Senator  Proxmire.  Mr.  Chairman,  I  just  have  one  other  point  I 
want  to  raise  a  question  on,  and  that  is  this  cashing  of  checks  and 
money  orders.  All  three  bills,  as  I  understand,  would  empower 
Federal  credit  unions  to  sell  to  members  checks  and  money  orders  and 
cash  checks  for  members.  The  two  Senate  bills  would  permit  selling 
of  checks  to  people  eligible  to  become  members  in  the  union. 

There  is  some  objection  to  this,  I  understand,  particularly  the  latter 
part — cashing  checks  for  nonmembers  who  are  eligible  to  become 
members  ? 

Mr.  Stone.  Well,  Senator,  it  seems  to  me  this  matter  of  cashing 
checks  and  selling  checks  results  by  reason  of  a  great  need  which  has 
been  demonstrated  over  and  over  again,  especially  right  here  in  the 
District  of  Columbia,  where  people  have  had  to  leave  their  place  of 
employment  and  go  to  distant  banks  in  order  to  cash  checks  or  in 
oi'der  to  buy  checks. 

Now  I  do  not  know  how  much  that  has  amounted  to  in  loss  of  time. 
And  this  same  situation,  the  great  need  which  exists  in  the  District  of 
Columbia,  can  be  duplicated  in  many  other  sections  of  the  country  in 
plants  where  people  are  paid  by  check  and  where  they  do  not  have 
banking  facilities  or  where  the  banking  facilities  are  so  remote  that 
they  cannot  easily  reach  a  bank. 

Senator  Proxmire.  My  point  here  is  that,  the  objection  is  made 
that  this  is  a  banking  function,  that  this  is  not  a  function  that  should 
be  performed  by  a  credit  union  that  does  not  have  the  responsibilities 
and  the  obligations  and  the  legal  limitations  and  so  forth  that  the 
banks  have.  I  wonder  if  you  could  meet  that  objection.  The  objec¬ 
tion  is  that  it  is  not  appropriate  for  them  to  operate  in  such  a  way. 

Mr.  Stone.  We  want  to  be  able  to  do  this,  Senator,  in  places  the 
banks  are  not  giving  this  service.  We  want  to  be  able  to  meet  the 
needs  of  these  people  who  have  the  right  to  become  members  of  the 
credit  union,  even  though  they  are  not  now  members  of  the  credit 
union,  as  well  as  those  who  are  members  of  the  credit  union,  and  who 
cannot  get  these  services  at  banks  or  any  place  else,  except  in  credit 
unions  which  are  easily  accessible  and  available  to  them. 

Senator  Proxmire.  You  see,  then,  no  damage  to  the  public  interest 
in  credit  unions  doing  this  or  no  interference  with  banks  or  no  com¬ 
petition  in  performing  a  function  that  banks  perform  ? 

Mr.  Stone.  I  do  not  see  any  competition.  I  do  not  see  any  difficulty. 
As  a  matter  of  fact,  I  have  been  told  that  the  experience  of  some  of 
the  very  large  credit  unions  who  are  cashing  many  checks  outside  of 
this  area  is  that  they  are  losing  money  every  time  they  cash  a  check  or 
sell  a  check,  but  they  are  doing  this  because  they  feel  that  this  is  a 
matter  of  service  that  they  must  render  to  their  credit  union  people 
who  cannot  get  to  any  bank,  and  who  are  not  close  enough  to  banks  to 
be  able  to  get  that  service  any  place  else. 

This  is  not  something  that  we  want  in  order  to  compete  with  banks 
or  to  make  money.  This  is  something  the  credit  union  people  want  in 
order  to  get  a  service  that  they  cannot  get  any  place  else.  And  if  they 
can  get  that  service  more  easily  at  a  bank,  we  want  them  to  go  to  a 
bank  and  get  the  service  there. 
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Senator  Proxmire.  One  more  question:  Would  you  object  to  limit¬ 
ing  this  check-cashing  and  selling  and  money  order  business  to  mem¬ 
bers  only,  and  not  including  those  who  are  eligible? 

Mr.  Stone.  The  suggestion  has  been  made  that  it  be  limited  to 
members  only.  My  own  feeling  is  that  if  a  man  belongs  to  the  same 
factory  or  is  in  the  Department  of  J ustice  in  Washington  and  wants 
that  service  and  is  not  a  member  of  the  credit  union  but  has  a  right  to 
be  a  member,  the  service  ought  to  be  given  to  him.  That  is  my 
personal  feeling. 

The  Chairman.  If  there  are  no  other  questions,  we  thank  you  very 
much. 

Mr.  Stone.  Thank  you. 

(The  material  accompanying  Mr.  Stone’s  statement  follows:) 

Federal  Credit  Union  Act — Summary  of  Changes  Proposed  in  H.R.  S305 
(All  of  these  changes  are  supported  by  the  Credit  Union  National  Association) 

1.  Increase  the  loan  maturity  limit  from  3  to  5  years,  with  authority  to  the 
Director  of  the  Bureau  to  prescribe  rules  and  regulations  governing  loan 
amortization,  but  that  he  may  not  require  payments  more  frequently  than 
annually. 

2.  Permit  loans  to  directors  and  committee  members  up  to  the  amount  of  their 
shareholdings  in  the  credit  union  plus  the  total  unencumbered  and  unpledged 
shareholdings  in  the  credit  union  of  any  member  pledged  as  security  for  the 
obligation  of  such  director  or  committee  member. 

3.  Permit  appointment  by  the  credit  committee  of  one  or  more  loan  officers  to 
approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if  the 
excess  is  fully  secured  by  unpledged  shares. 

4.  Sell  to  members  negotiable  checks  (including  travelers  checks)  and  money 
orders,  and  to  cash  checks  and  money  orders  for  a  fee  which  does  not  exceed 
the  direct  and  indirect  cost  of  providing  such  service. 

5.  Appointment  of  supervisory  committee  by  the  board  of  directors,  one  of 
whom  may  be  a  director  other  than  the  treasurer. 

6.  Provide  for  one  or  more  vice  presidents. 

7.  Change  position  called  “clerk”  to  that  of  “secretary.” 

8.  Prohibit  compensation  to  any  director,  committee  member,  or  officer  other 
than  the  treasurer  for  services  rendered  as  such. 

9.  Authorize  board  to  compensate  necessary  clerical  and  auditing  assistance 
(requested  by  the  supervisory  committee)  and  loan  officers  (appointed  by  the 
credit  committee). 

10.  Appointment  by  board  of  an  executive  committee  of  not  less  than  three 
directors  to  act  for  it  in  the  purchase  and  sale  of  securities  or  the  making  of 
loans  to  other  credit  unions,  or  both.  Such  executive  committee  or  a  membership 
officer  appointed  by  the  board  from  among  the  members  of  the  credit  union, 
other  than  the  treasurer,  and  assistant  treasurer,  or  a  loan  officer,  may  be 
authorized  by  the  board  to  approve  applications  for  membership  under  such 
conditions  as  the  board  may  prescribe. 

11.  Increase  signature  loan  limit  from  $400  to  $1,000. 

12.  Provide  for  declaration  of  dividends  by  the  board  of  directors. 

13.  Permit  annual  or  semiannual  dividends  as  the  bylaws  of  each  credit 
union  may  provide. 

14.  Permit  dividend  credit  for  a  month  on  shares  which  are  or  become  fully 
paid  up  during  the  first  5  days  of  that  month. 

15.  Permit  allocation  of  space  in  Federal  buildings  for  credit  unions  hav¬ 
ing  a  membership  composed  at  least  95  percent  of  persons  who  are  presently 
Federal  employees  or  were  Federal  employees  at  the  time  of  admission  to  the 
credit  union. 

16.  Provision  for  conversion  from  Federal  to  State  charter  and  vice  versa. 

17.  Expand  act  to  apply  to  the  several  States,  the  District  of  Columbia,  the 
several  territories  and  the  several  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico. 

18.  Make  robbery  of  a  Federal  credit  union  a  crime  under  Federal  statute. 

19.  Director  of  the  Bureau  of  Federal  Credit  Unions  to  submit  to  Congress 
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on  or  before  January  15,  1960,  a  draft  of  legislation  providing  for  federally 
chartered  central  credit  unions. 

20.  Modify  various  sections  of  the  act  for  the  purpose  of  modernization  and 
clarification,  without  making  substantive  changes. 


Summary  of  Changes  in  Federal  Credit  Union  Act  Contained  in  H.R.  8305 

i  Amendment  to  section  7(5)  {12  U.S.C.  1757 (5) ) 

To  increase  loan  maturity  limit  from  3  to  5  years. 

Purpose. — To  allow  Federal  credit  unions  to  more  adequately  meet  the  de¬ 
mands  of  their  members  for  various  types  of  loans.  For  instance,  a  5-year  loan 
maturity  on  home  repair  and  modernization  loans  would  be  more  feasible  for 
many  credit  union  members.  Also,  there  are  many  occasions  when  a  credit 
union  member  has  suffered  a  series  of  financial  catastrophes  and  wishes  to  bor¬ 
row  additional  funds  or  consolidate  his  debts  but  is  realistically  unable  to 
liquidate  such  an  obligation  within  a  3-year  period.  Under  these  conditions, 
if  the  member  is  of  sound  character,  the  credit  union  often  wishes  to  extend 
a  longer  term  loan.  Such  loans  can  be  a  sound  use  of  credit  and  are  consistent 
with  the  fundamental  purposes  and  goals  of  credit  unions, 
t  The  Director  is  also  given  authority  to  prescribe  rules  and  regulations  gov- 
*  erning  loan  amortization,  with  the  limitation  that  he  may  not  require  payments 
more  frequently  than  annually. 

Amendment  to  section  7(5)  {12  U.S.C.  7757(5) ) 

To  permit  loans  to  directors  and  committee  members  up  to  the  amount  of  their 
shareholdings  in  the  credit  union  plus  the  total  unencumbered  and  unpledged 
shareholdings  in  the  credit  union  of  any  member  pledged  as  security  for  the 
obligation  of  such  director  or  committee  member.  (The  present  law  permits 
loans  to  be  made  to  directors  and  committee  members  only  up  to  the  amount  of 
their  individual  shareholdings.) 

Purpose. — To  liberalize  borrowing  restrictions  regarding  officials.  It  is  often 
-difficult  and  in  some  instances  almost  impossible  to  secure  members  to  serve  as 
directors,  officers,  or  committee  members  because  of  the  present  limitation  in 
the  law  on  the  borrowing  privileges  of  persons  serving  in  such  capacities.  As 
a  result,  credit  unions  are  not  always  getting  the  most  capable  leadership  avail¬ 
able  from  the  qualified  membership.  This  weakness  would  be  remedied  to  a 
large  degree  by  the  proposed  liberalization,  and  at  the  same  time  due  regard 
for  the  safety  of  the  funds  of  the  credit  union  would  be  retained. 

Amendment  to  section  7  {12  U.S.C.  1757) 

In  accordance  with  rules  and  regulations  prescribed  by  the  Director,  to  allow 
Federal  credit  unions  to  sell  to  members  negotiable  checks  (including  travelers 
checks)  and  money  orders,  and  to  cash  checks  and  money  orders  for  members, 

.  for  a  fee  which  does  not  exceed  the  direct  and  indirect  costs  incidental  to  pro- 
>  viding  such  service. 

Purpose.— The  Bureau  of  Federal  Credit  Unions  has  held  that,  in  the  absence 
of  a  specific  provision  in  the  Federal  Credit  Union  Act  permitting  such  activity, 
Federal  credit  unions  may  not  cash  or  sell  checks  for  a  fee.  Formerly,  credit 
unions  had  been  engaged  in  this  activity  and  the  ruling  has  created  considerable 
hardship.  The  activity,  which  is  desired  and  requested  by  the  members,  results 
in  certain  direct  and  indirect  costs.  It  is  only  fair  and  equitable  that  these  costs 
should  be  borne  by  those  directly  availing  themselves  of  the  service,  rather  than 
by  the  general  membership.  This  principle  has  been  accepted  by  the  credit 
unions  directly  involved  and,  as  the  owners  of  the  credit  unions,  they  should  have 
the  right  to  provide  this  service  for  themselves. 

Amendment  to  section  11  {a)  {12U.S.C.  1761  {a) ) 

To  provide  for  appointment  of  the  members  of  the  supervisory  committee,  one 
of  whom  may  be  a  director  other  than  the  treasurer,  by  the  board  of  directors. 
The  present  law  provides  for  election  of  supervisory  committee  members  by  the 

membership. 

Purpose. — Under  the  present  law,  the  board  of  directors  has  no  authority  over 
the  supervisory  committee.  It  is  consistent  with  the  board’s  responsibility  for 
the  general  direction  and  control  of  the  affairs  of  the  credit  union  that  it  be 
in  a  position  to  require  this  committee  to  function  effectively.  This  amend¬ 
ment  gives  the  board  the  power  of  appointment  of  members  to  the  supervisory 
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committee  and  charges  the  board  with  more  direct  responsibility  for  supervisory 
committee  performance. 

Amendment  to  section  11(b)  (12  U.S.C.  1761  (6)) 

To  provide  for  one  or  more  vice  presidents. 

Purpose. — To  eliminate  the  necessity  for  an  amendment  to  the  bylaws  in  order 
to  so  provide.  This  change  would  be  of  particular  significance  to  credit  unions 
requiring  an  additional  cosignatory  on  checks. 

Amendment  to  section  11  ( b)  (12  U.S.C.  1761(b) ) 

To  change  position  of  officer  called  “clerk”  to  that  of  “secretary.” 

Purpose.—' To  give  the  position  a  title  which  is  more  descriptive  of  its  function 
and  to  add  dignity  and  stature  to  the  office. 

Amendment  to  section  11  (a)  (12  U.S.C.  1761  (a) ) 

To  prohibit  compensation  to  any  executive  officer  other  than  the  treasurer  for 
services  rendered  as  such. 

Purpose. — To  provide  that  only  the  treasurer,  as  general  manager  of  the  credit 
union,  may  be  compensated  for  his  services.  Service  without  pay  by  the  direc¬ 
tors,  committee  members,  and  all  other  officers  is  consistent  with  credit  union 
philosophy.  Under  the  present  law  all  of  the  officers  of  a  credit  union  may  be 
compensated  to  such  extent  as  the  bylaws  may  provide. 

Amendment  to  section  11  (c)  (12  U.S.C.  1761(c) ) 

To  provide  for  appointment  by  the  board  of  an  executive  committee  of  not 
less  than  three  directors  to  act  for  it  in  the  purchase  and  sale  of  securities  or 
the  making  of  loans  to  other  credit  unions,  or  both.  Such  executive  committee 
or  a  membership  officer  appointed  by  the  board  from  among  the  members  of  the 
credit  union,  other  than  the  treasurer,  and  assistant  treasurer,  or  a  loan  officer, 
may  be  authorized  by  the  board  to  approve  applications  for  membership  under 
such  conditions  as  the  board  may  prescribe. 

Purpose. — The  board  of  directors  usually  meets  only  once  a  month.  These 
changes  would  allow  action  more  promptly  in  limited  areas,  where  authorized 
by  the  board.  Thus,  credit  unions  could  make  their  services  and  benefits  avail¬ 
able  more  quickly  to  applicants  for  membership,  either  by  authorizing  applica¬ 
tions  to  be  approved  by  the  membership  committee,  or  by  appointing  a  member¬ 
ship  officer  for  that  purpose.  Similarly,  investments  and  loans  to  other  credit 
unions  could  be  handled  more  effectively  under  the  new  amendment. 

Amendment  to  section  11  (c)  (12  U.S.C.  1761  (c) ) 

To  authorize  the  board  to  compensate  necessary  auditing  assistance 
appointed  by  the  supervisory  committee  and  loan  officers  appointed  by  the  credit 
committee. 

Purpose. — To  assist  the  supervisory  committee  in  functioning  more  effectively 
by  providing  for  assistance  which  may  be  compensated.  This  committee,  which 
is  charged  with  the  responsibility  for  making  regular  internal  audits  of  the 
credit  union,  often  requires  outside  assistance.  Compensation  for  loan  officers 
who  would  take  some  of  the  burden  off  the  credit  committee  is  based  upon  the 
same  principle. 

Amendment  to  section  11  (d)  (12  U.S.C.  1761  (d) ) 

To  increase  signature  loan  limit  from  $400  to  $1,000. 

Purpose. — To  allow  credit  unions  to  more  effectively  satisfy  the  consumer 
credit  needs  of  the  expanding  credit  union  membership.  Congress  has  progres¬ 
sively  increased  this  limit  from  $50  initially  in  the  original  act  to  $100  in  1940, 
$300  in  1946,  and  $400  in  1949.  The  experience  of  Federal  credit  unions  on 
loans  of  this  type  has  been  very  good  over  the  years,  and  it  is  felt  that  the 
rising  cost  of  commodities  and  services,  coupled  with  the  progressive  growth  in 
knowledge  on  the  part  of  credit  unions  of  the  character  and  financial  responsi¬ 
bility  of  their  members,  warrants  the  requested  increase  in  the  signature  loan 
limit. 

When  an  application  for  a  loan  is  considered  by  a  credit  union,  the  purpose  of 
the  loan,  the  member’s  ability  to  repay,  and  the  member’s  character  are  the 
major  determining  factors.  Security  on  loans  up  to  $1,000  is  often  taken  simply 
to  satisfy  the  act.  We  do  this  because  on  the  basis  of  our  wide  experience  we 
know  that  these  people  want  to  and  are  fully  able  to  repay  these  loans. 

Loans  requiring  security  are  time  consuming  in  terms  of  recordkeeping  and 
create  additional  expense  through  the  processing  of  mortgages,  the  paying  and 
recording  of  fees,  additional  postage,  materials,  etc.  If  the  proposed  change 
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meets  with  your  approval  and  we  are  permitted  to  grant  loans  up  to  $1,000 
without  additional  security,  it  will  reduce  these  expenses  and  allow  Federal 
credit  unions  to  operate  more  efficiently.  Of  course,  the  credit  committee  or 
a  designated  loan  officer  would  carefully  consider  such  larger  signature  loans 
in  order  to  fully  protect  members’  shareholdings. 

Many  State-chartered  credit  unions,  as  well  as  other  types  of  lending  institu¬ 
tions,  are  not  restricted  to  signature  loans  in  the  amount  of  $400.  In  some 
instances  there  are  no  restrictions  at  all  in  the  State  credit  union  act.  The 
present  limitation  in  the  Federal  Credit  Union  Act  results  in  many  members 
in  need  not  availing  themselves  to  the  fullest  extent  of  our  credit  facilities. 
Often  they  obtain  much  larger  amounts  elsewhere  on  their  signatures.  Of 
course,  the  cost  is  usually  greater— often  several  times  greater — than  our  credit 
union  rate  of  interest. 

Our  expanding  economy  and  standard  of  living  in  this  country  have  created 
a  situation  in  which  $400  can  no  longer  be  considered  a  great  deal  of  money. 
For  example,  many  of  our  credit  unions  make  loans  to  needy  students  for  the 
cost  of  their  college  education,  to  members  for  family  medical  expenses,  and  to 
homeowners  for  home  improvements.  As  all  of  you  know,  the  expense  involved 
in  each  of  these  cases,  and  in  many  others  like  them,  has  increased  tremendously 
within  the  past  10  years.  The  present  requirement  that  security  be  obtained 
on  the  amount  over  our  present  $400  unsecured  limit  creates  a  complication 
and  unnecessary  delay  in  processing  these  loans  that  is  highly  undesirable. 
Credit  unions  have  always  considered  service  to  their  members  as  their  primary 
objective,  and  the  limitation  placed  on  them  by  the  present  $400  maximum  forces 
them  to  be  unable  to  adequately  serve  their  members  in  many  of  these  highly 
desirable  and  necessary  credit  needs.  A  substantial  increase  in  the  current 
unsecured  loan  limit  is  the  only  way  in  which  Federal  credit  unions  can  fulfill 
these  needs. 

Amendment  to  section  11  (d)  ( 12  U.S.C. 1761(a)) 

To  permit  appointment  by  the  credit  committee  of  one  or  more  loan  officers 
to  approve  loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if  the  excess 
is  fully  secured  by  unpledged  shares. 

Purpose. — To  provide  a  realistic,  practicable  means  of  reducing  the  burden 
upon  the  credit  committee  in  credit  unions  having  a  large  and  continually  increas¬ 
ing  volume  of  loan  activity.  Also,  due  to  the  fact  that  the  committee,  which  is 
not  compensated,  is  often  scattered  and  finds  it  difficult  to  meet  frequently  and 
on  short  notice,  pi’oper  consideration  and  prompt  loan  service  in  emergencies 
is  not  feasible.  A  loan  officer  would  be  in  a  position  to  move  quickly  in  instances 
of  this  nature.  The  credit  committee  would  be  fully  apprised  of  his  activities 
since  he  would  be  required  to  furnish  them  with  a  record  of  all  loan  applications 
approved  and  of  loan  applications  not  approved  within  7  days  of  such  action. 
Official  action  on  loan  applications  not  approved  by  the  loan  officer  would  be 
considered  by  the  credit  committee. 

Amendment  to  section  13  (12  U.S.C.  1763) 

To  authorize  the  board  of  directors  to  declare  dividends  rather  than  the 
membership. 

Purpose. — To  transfer  this  function  to  the  body  which  is  primarily  responsi¬ 
ble  for  the  management  and  sound  operation  of  the  credit  union.  Also,  it  is 
in  the  best  position  to  determine  the  size  of  the  dividend  which  should  be  dis¬ 
tributed,  based  upon  its  intimate  knowledge  of  the  organization’s  affairs  and  its 
current  and  future  needs.  Further,  this  would  alleviate  the  condition  presently 
existing  whereby  the  members  are  in  a  position  to  declare  a  dividend  in  excess 
of  that  which  the  credit  union  can  safely  and  prudently  afford  to  pay. 

Amendment  to  section  13  (12  U.S.C.  1763) 

To  permit  annual  or  semiannual  dividends  as  the  bylaws  of  each  credit  union 
may  provide. 

Purpose. — To  allow  an  alternative  to  the  current  requirement  that  dividends 
be  paid  annually.  This  often  penalizes  members  who  are  forced  to  withdraw 
shareholdings  prior  to  the  yearend,  thereby  losing  the  dividend.  Adoption 
of  the  alternate  plan  would  be  optional  with  each  currently  operating  credit 
union  and  would  require  an  appropriate  amendment  to  the  bylaws.  Newly 
chartered  credit  unions  would  have  an  initial  choice. 

Amendment  to  section  13  (12  U.S.C.  1763) 

To  provide  that  dividend  credit  for  a  month  may  be  accrued  on  shares  which 
are  or  become  fully  paid  up  during  the  first  5  days  of  that  month. 
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Purpose.— In  many  instances  members  do  not  receive  their  compensation  until 
the  last  day  of  the  previous  month  or  the  first  day  of  the  current  month  and  find 
it  impractical  to  make  share  payments  immediately.  Dividend  credit  under  the 
current  law  does  not  commence  until  the  following  month.  The  proposed  amend¬ 
ment  would  eliminate  this  inequity  and  provide  an  additional  incentive  for 
saving. 

Amendment  to  section  21  (12  U.S.G.  1771) 

To  permit  allocation  of  space  in  Federal  buildings  for  credit  unions  having  a 
membership  composed  of  at  least  95  percent  of  persons  who  are  presently  Fed¬ 
eral  employees  or  who  were  Federal  employees  at  the  time  of  admission  to  the 
credit  union.  At  present,  allocation  of  such  space  is  permitted  to  credit  unions 
the  membership  of  which  is  composed  exclusively  of  Federal  employees  and 
members  of  their  families. 

Purpose. — To  allow  credit  unions  to  continue  the  membership  of  retired  Federal 
employees  and  to  extend  membership  to  a  limited  number  of  employees  of  private 
contractors,  American  Legion,  and  Red  Cross  personnel  working  along  with 
Federal  employees  at  Federal  installations,  without  jeopardizing  the  credit 
union’s  eligibility  for  space  in  Federal  buildings. 

Added  section  (sec.  23) 

To  add  a  new  section  to  the  act  to  provide  for  conversion  from  Federal  to  State 
charter  and  vice  versa. 

Purpose. — To  make  specific  provision  for  such  conversion.  Under  certain  cir¬ 
cumstances  this  action  may  be  deemed  desirable  by  a  credit  union  and  acceptable 
to  the  supervisory  agencies  involved.  However,  the  Federal  Credit  Union  Act  is 
silent  in  this  connection.  Special  authority  appears  warranted  which  would 
facilitate  the  procedure  in  order  that  it  may  be  accomplished  without  dissipation 
of  reserves  or  undue  disruption  of  normal  credit  union  operations  and  service  to 
the  members. 

Amendment  to  18  U.S.G.  2113(g) 

To  add  a  provision  making  robbery  of  a  Federal  credit  union  a  crime  under 
Federal  statute. 

Purpose. — To  add  robbery  of  a  Federal  credit  union  to  the  current  Federal 
statutory  offenses  of  false  entry,  forgery,  and  embezzlement.  This  proposed 
amendment  would  permit  the  Federal  Bureau  of  Investigation  to  assume  juris¬ 
diction  in  instances  of  robbery,  as  well  as  the  others. 

Amendment  to  section  22  (12  U.S.G.  1772) 

To  expand  the  provisions  of  the  act  to  include  the  several  territories  and  the 
several  possessions  of  the  United  States. 

Purpose. — To  eliminate  the  need  for  future  amendments  in  order  to  allow  for 
the  establishment  of  Federal  credit  unions  in  the  U.S.  territories  and  possessions 
hereafter  created. 

New  provision 

The  Director  of  the  Bureau  of  Federal  Credit  Unions  to  submit  to  the  Con¬ 
gress  on  or  before  January  15,  1960,  a  draft  of  legislation  providing  for  federally 
chartered  central  credit  unions. 

Purpose. — There  is  a  very  real  and  pressing  need  for  Federal  central  credit 
unions  which  can  act  as  a  source  of  additional  funds  and  as  an  investment  me¬ 
dium  for  credit  unions  in  a  particular  geographical  area,  and  which  can  act  as  a 
source  of  credit  for  directors  and  committee  members,  who  under  existing  Federal 
law  may  not  borrow  in  excess  of  their  shareholdings  from  the  credit  unions  in 
which  they  serve  in  these  capacities. 

We  are  very  disappointed  that  specific  provisions  authorizing  establishment  of 
these  facilities  were  not  included  in  this  legislation.  However,  we  are  hopeful 
that  provision  for  such  facilities  will  be  authorized  by  Congress  in  the  future. 

Other  amendments 

To  modify  various  sections  of  the  act. 

Purpose. — To  clarify  and  modernize  the  act  without  making  substantive- 
changes. 

The  Chairman.  The  next  witness  is  a  representative  of  the  Ameri¬ 
can  Bankers  Association. 
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We  are  pleased  to  hear  from  Mr.  Frank  Powers,  president  of  the 
Kanabec  State  Bank,  of  Mora,  Minn.,  representing  the  American 
Bankers  Association.  He  is  accompanied  by  Mr.  Brott,  counsel  of 
the  American  Bankers  Association. 

We  are  pleased  to  hear  from  you. 

STATEMENT  OP  FRANK  P.  POWERS,  AMERICAN  BANKERS 

ASSOCIATION 

Mr.  Powers.  Mr.  Chairman,  Mr.  Brott  is  general  counsel  of  the 
American  Bankers  Association. 

My  name  is  Frank  P.  Powers.  I  am  president  of  the  Kanabec 
State  Bank,  of  Mora,  Minn.  I  am  also  a  member  of  the  committee  on 
Federal  legislation  and  of  a  special  committee  on  credit  unions  of  the 
American  Bankers  Association.  It  is  in  these  capacities  that  I  appear 
today  to  present  the  views  of  the  association  on  the  bills  amending  the 
I  Federal  Credit  Union  Act  which  are  the  subject  of  these  hearings. 

Bankers  have  a  definite  interest  in  legislation  in  the  credit  union 
field  because  of  the  actual  and  potential  impact  of  credit  union  oper¬ 
ations  on  banks  and  the  public  served  by  banks.  It  is  our  desire,  at 
the  outset,  to  make  clear  to  the  Congress  the  attitude  of  the  American 
Bankers  Association  regarding  the  recent  substantial  growth  of  credit 
unions. 

The  statement  which  follows  sets  forth  the  policy  approved  by  its 
administrative  committee  and  executive  council  on  April  18, 1959.  It 
interprets  the  role  of  credit  unions  in  the  financial  structure,  with 
particular  regard  to  their  implications  for  banking.  This  statement 
of  policy  reads : 

The  American  Bankers  Association  regards  as  proper  and  constructive  the 
original  concept  under  which  a  group  of  persons  with  a  common  bond  may 
organize  and  operate  a  credit  union  and  thereby  provide  financial  assistance 
to  each  other  by  pooling  savings  to  lend  to  those  members  of  the  group  who 
are  in  need  of  credit. 

The  association  believes,  however,  that  any  broadening  of  credit  union  func¬ 
tions  and  operations  beyond  this  original  concept  is  not  in  the  public  interest. 
More  than  a  century  of  development  has  provided  a  framework  of  public  policy 
for  banking  through  wThich  the  benefits  of  healthy  competition  can  be  obtained 
k  without  endangering  the  soundness  and  strength  of  the  banking  system.  Federal 
f  and  State  legislatures  have  set  forth  strict  standards  for  the  chartering  and 
regulation  of  banks  and  those  other  financial  institutions  which  are  intended 
to  serve  the  public  at  large.  This  has  been  done  in  order  to  protect  the  public 
interest. 

The  public  interest  is  endangered  if  other  financial  institutions  organized 
under  an  entirely  different  concept  are  granted  additional  powers  enabling  them 
to  serve  the  public  at  large  or  otherwise  changing  significantly  the  purposes  for 
which  they  were  originally  intended.  The  financial  system,  under  such  circum¬ 
stances,  becomes  exposed  to  the  same  unhealthy  conditions  which  so  often  in 
the  past  have  resulted  in  financial  chaos. 

The  association  takes  full  cognizance  of  the  healthy  competition  resulting 
from  the  operation  of  credit  unions  within  their  original  concept.  The  associa¬ 
tion  opposes,  however,  any  efforts  which  serve  to  alter  the  original  concept  of 
the  credit  union  by  compromising  the  basic  principles  of  self-help  and  responsi¬ 
bility  of  the  credit  union  to  its  own  membership. 

It  is  in  keeping  with  this  policy  that  we  present  our  views  and 
recommendations  with  respect  to  the  three  bills  before  you. 

S.  1786  and  S.  1985  both  provide  for  the  organization  of  Federal 
central  credit  unions  and  authorize  Federal  credit  unions  to  invest  in 
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the  shares  of  such  Federal  central  credit  unions  and  other  central 
credit  unions.  Similar  provisions  were  contained  in  bills  introduced 
in  the  House  which  were  the  subject  of  hearings  before  the  House 
Banking  and  Currency  Committee.  That  committee,  however,  voted 
to  report  a  “clean”  bill  which  was  introduced  as  H.R.  8305,  the  bill 
before  you.  This  bill  omits  the  provisions  for  Federal  central  credit 
unions  but,  provides  instead  that — 

the  Director  of  the  Bureau  of  Federal  Credit  Unions  shall  submit  to  the  Con¬ 
gress  on  or  before  January  15,  1960,  a  draft  of  legislation  providing  for  federally 
chartered  central  credit  unions. 

In  our  view,  the  pooling  of  resources  among  credit  unions  through 
the  instrument  of  central  credit  unions  is  not  consistent  with  the 
principles  of  the  common  bond  and  the  responsibility  of  the  credit 
union  to  its  own  membership.  The  credit  union  appropriately  should 
serve  its  own  membership  and  should  not  extend  the  scope  of  its  op¬ 
eration  or  lend  its  resources  to  other  credit  unions,  the  membership  of 
which  is  outside  its  common  bond.  Except  for  temporary  purposes, 
investments  should  be  limited  to  loans  to  the  members  of  the  group. 
Likewise,  authority  to  borrow  should  be  restricted  to  temporary  or 
emergency  purposes.  Federal  central  credit  unions  should  not  be  em¬ 
ployed  as  a  means  of  shifting  funds  between  credit  unions  or  broaden¬ 
ing  lending  operations  beyond  the  limit  of  the  funds  available  from 
savings  of  the  members  of  the  credit  union. 

All  three  bills  would  extend  the  maximum  maturity  on  loans  made 
by  a  credit  union  from  3  to  5  years  and  would  increase  from  $500  to 
$1,000  the  maximum  amount  that  can  be  loaned  to  a  member  on  an 
unsecured  basis. 

A  concentration  of  loans  in  longer  maturities  would  lessen  the 
liquidity  that  a  credit  union  otherwise  might  derive  from  a  more  fre¬ 
quent  turnover  of  its  loan  portfolio  and  thus  impede  its  ability  to 
serve  the  credit  needs  of  all  of  its  members. 

The  proposed  increase  in  the  maximum  amount  of  an  unsecured 
loan  by  150  percent  raises  the  question  as  to  whether  such  a  substantial 
increase  in  the  size  of  such  loans  might  not  cause  undue  concentration 
of  risk  in  fewer  borrowers  and  thus  unduly  expose  shareholders  to  such 
risk. 

Your  committee  approved  a  much  smaller  increase  in  the  maximum 
amount  of  such  loans,  from  $400  to  $500,  only  slightly  more  than  a  year 
and  a  half  ago  in  the  Financial  Institutions  Act,  S.  1451.  We  submit 
that  no  change  in  economic  conditions  has  occurred  in  the  last  2  years 
that  would  warrant  the  much  larger  increase  in  such  maximum  amount 
provided  in  the  bills  before  you. 

If  the  committee  believes  that  loans  with  longer  maturities  and  in 
increased  amounts  should  be  permitted,  they  should  be  restricted  in  the 
aggregate  to  a  percentage  of  the  credit  union’s  capital  and  surplus. 

Also,  if  the  Director  of  the  Bureau  of  Federal  Credit  Unions  is  given 
the  authority  to  provide  by  regulation  for  the  amortization  of  loans 
made  by  Federal  credit  unions  as  provided  in  section  8  of  H.R.  8305, 
which  authority  we  think  is  desirable,  he  should  be  given  discretion  in 
the  exercise  of  such  authority  to  require  payments  on  such  loans  more 
freqently  than  annually. 

All  three  bills  would  empower  Federal  credit  unions  to  sell  to  mem¬ 
bers  checks  and  money  orders,  and  to  cash  checks  and  money  orders 
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for  members,  and  to  charge  a  reasonable  fee  therefor.  S.  1786  and 
S.  1985  also  would  permit  the  cashing  of  checks  for  or  selling  checks  to 
individuals  who  are  eligible  to  become  members  in  the  credit  union. 

We  see  no  objection  to  Congress  giving  the  Federal  credit  unions 
authority  to  cash  checks  and  money  orders  for  its  members,  which 
authority  the  courts  have  held  they  do  not  now  have,  provided  that 
this  service  is  limited  to  their  members  only. 

The  selling  of  checks  and  money  orders  to  members,  however,  is  an¬ 
other  matter.  Not  only  is  the  selling  of  checks  and  money  orders 
clearly  inconsistent  with  the  purpose  of  a  credit  union,  but  also  it  is 
not  appropriate  for  them  to  operate  as  tellers’  windows  performing  an 
exchange  function  that  would  give  them  the  appearance  of  banks. 
This  would  be  particularly  the  case  where  the  credit  union  operates 
under  an  open  charter  in  an  urban  community  t>r  rural  district.  We, 
therefore,  urge  that  this  authority  not  be  given  to  Federal  credit 
unions. 

We  appreciate  the  opportunity  to  present  our  views  on  this  legisla¬ 
tion  to  your  committee  and  hope  that  they  will  receive  favorable  con¬ 
sideration. 

The  Chairman.  The  Chair  understands  from  your  fine  statement 
that  the  principal  objections  of  the  American  Bankers  Association  to 
the  House  bill  are  the  extension  of  the  maximum  loan  limit  from  $400 
vo  $1,000,  and  the  direction  for  the  preparation  of  legislation  to  create 
central  banks. 

Am  I  right  in  thinking  that  these  are  the  two  things  you  object  to 
most? 

Senator  Bennett.  And  selling  checks. 

Mr.  Powers.  Also  the  selling  of  checks. 

The  Chairman.  I  did  not  understand  that  you  attached  as  much 
importance  to  the  selling  of  checks,  as  you  did  to  the  $1,000  limitation. 

Mr.  Powers.  We  do,  Mr.  Chairman. 

The  Chairman.  You  attach  as  much  importance  to  that  ? 

Mr.  Powers.  Yes,  sir. 

The  Chairman.  We  appreciate  the  compliment  you  paid  the  com¬ 
mittee  for  increasing  the  limit  on  unsecured  loans  in  1957  to  $500, 
but  actually  that  bill  was  framed  in  the  fall  of  1956.  Since  that  time 
there  has  been  a  big  increase  in  the  charges  for  hospitals,  medical  care, 
and  so  on,  as  you  know. 

In  the  10  years  since  the  limit  was  placed  at  $400,  the  cost  of  medical 
care  has  gone  up  40  percent.  We  have  to  recognize  that  many  of  these 
unusual  demands  for  quick  money  come  from  sickness.  So  $500 
might  have  been  an  appropriate  limit  in  the  fall  of  1956  when  the 
committee  counsel,  Mr.  Don  Rogers,  and  I  were  figuring  on  what 
should  go  into  a  new  revision  of  the  banking  and  credit  laws  of  the 
Nation.  It  is  only  realistic  that  we  have  to  give  some  consideration 
to  the  requests  of  the  credit  unions  that  they  be  given  a  little  more 
leeway  in  taking  care  of  the  needs  of  their  members. 

The  Chair  will  now  recognize  other  members  of  the  committee  who 
may  wish  to  ask  questions. 

Senator  Proxmire.  Mr.  Chairman,  I  do  not  mean  to  detain  you.  I 
only  have  a  couple  of  questions. 

The  Chairman.  The  Senator  from  Wisconsin. 

Senator  Proxmire.  I  think  we  can  get  through  these  quickly. 
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You  say  in  your  statement : 

The  credit  union  appropriately  should  serve  its  own  membership  and  should 
not  extend  the  scope  of  its  operation  or  lend  its  resources  to  other  credit  unions, 
the  membership  of  which  is  outside  its  common  bond. 

Why  not?  They  already  do  loan  to  each  other.  Why  should  they 
not  be  permitted  to  develop  an  efficient  method?  There  is  no  princi¬ 
ple  involved  since  they  loan  anyway. 

Mr.  Powers.  I  am  sorry,  Senator.  Are  you  talking  about  loaning 
to  individuals  now  ? 

Senator  Proxmire.  No ;  I  am  referring  to  your  objection  where  you 
are  talking  about  the  central  credit  unions.  You  say  the  credit  union 
should  not — 

extend  the  scope  of  its  operation  or  lend  its  resources  to  other  credit  unions,  the 
membership  of  which  is  outside  its  common  bond. 

You  modify  that  slightly  in  the  next  sentence  by  saying,  “Except 
for  temporary  purposes.”  However,  the  loans  are  being  made.  It 
was  so  testified  by  the  director. 

Mr.  Powers.  That  is  right. 

Senator  Proxmire.  In  view  of  the  fact  they  are  making  the  loans, 
why  should  they  not  develop  a  central  credit  union  system  so 
they  can  make  these  loans  efficiently  back  and  forth  and  utilize  their 
assets  as  effectively  as  possible  among  credit  union  member's  through¬ 
out  the  Nation  ? 

What  is  the  matter  with  that  ? 

Mr.  Powers.  At  the  present  time,  Senator,  of  course,  the  present 
lending  authority  is  more  or  less  restricted.  It  is  our  feeling  that  if 
you  permit  a  Federal  credit  union  bank  to  be  set  up,  it  would  then 
be  regarded  as  more  or  less  a  reserve  bank  for  credit  unions.  And  it 
is  our  feeling  that  the  original  concept  of  the  organization  of  the 
credit  unions  never  considered  that  to  be  within  their  scope. 

Senator  Proxmire.  I  see.  So  you  are  mainly  concerned  with  the 
notion  that  credit  unions  may  grow  even  bigger  and  may  increase 
their  loans  even  more,  and  may  become  more  competitive  with  banks 
and  savings  and  loan  associations  ? 

Mr.  Powers.  That  is  one  point. 

Senator  Proxmire.  All  right.  You  testified  against  increasing  the 
loan  limits.  What  is  the  loan  limit  in  Minnesota  ? 

Mr.  Powers.  I  am  sorry.  I  do  not  know. 

Senator  Proxmire.  It  is  my  understanding  that  there  is  not  any. 
I  wonder,  in  view  of  that  fact,  and  the  fact  that  the  same  practice 
exists  in  some  other  States,  and  the  fact  that  there  has  not  been  a  bad 
record  on  repayments,  why  there  should  be  any  real  objection  on  the 
part  of  the  American  bankers  to  an  increase  from  $400  to  $1,000.  Es- 
specially  in  view  of  the  eloquent  statement  of  the  chairman  that  the 
loans  are  being  used  to  a  great  extent  for  people  who  are  sick  and  for 
hospital  costs  that  have  increased  so  greatly. 

Mr.  Powers.  While  it  is  true  that  many  of  the  loans  were  made  to 
pay  off  bills  of  that  kind,  I  know  a  great  majority  of  the  loans  made 
in  Minnesota  by  the  credit  unions  are  for  other  purposes.  And  from 
our  own  experience  in  the  banking  business,  I  believe  there  is  a  certain 
danger  in  increasing  unsecured  loans  up  to  $1,000. 

The  concentration  of  loans  would  certainly  increase  the  liquidity  of 
the  lending  institution. 
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Senator  Proxmire.  That  is  certainly  so,  and  that  is  why  it  seems 
to  me  it  would  be  desirable  to  permit  a  central  bank  so  they  could 
have  a  greater  flexibility.  It  is  true  that  they  ivould  tie  up  their  funds 
a  little  more  if  they  were  to  confine  it  to  3-year  operations. 

Mr.  Powers.  Senator,  you  just  mentioned  the  word  “bank.”  As  a 
banker,  if  you  are  talking  about  competition,  operating  a  small  coun¬ 
try  bank  as  I  do,  in  a  small  country  town,  I  have  to  think  about  my 
stockholders  and  the  taxes  I  pay,  and  things  of  that  kind.  A  lot  of 
other  things  might  enter  into  this  matter. 

Senator  Proxmire.  That  is  right.  You  have  a  difficult  situation. 
As  I  understand  it,  in  Mora,  Minn.,  you  are  in  some  competition  in 
a  sense  with  a  credit  union.  But  the  credit  union  is  State-chartered 
and  is  in  entirely  different  circumstances  than  Federal  credit  unions. 
Is  it  not  correct  that  the  regulations  for  Federal  and  for  State  credit 
unions  are  different? 

Mr.  Powers.  For  the  record  I  would  say  that  we  have  no  quarrel 
with  the  credit  union  we  have  in  Mora  because  we  get  along  fine 
with  them,  and  there  is  no  quarrel  with  them.  But  you  mentioned 
the  word  “bank”  and  we  do  have  other  things  to  consider  when  we 
operate  a  bank. 

Senator  Proxmire.  Thank  you  very  much. 

The  Chairman.  The  Chair  recognizes  the  Senator  from  New 
Jersey. 

Senator  Williams.  Just  one  observation,  Mr.  Chairman.  I  am 
advised  there  is  a  heavy  demand  for  credit  union  loans  to  meet  the 
cost  of  education.  I  believe  it  is  a  fact  in  the  last  10  years  the  cost  of 
education,  housing,  room  and  board,  and  tuition  has  more  than 
doubled. 

A  staff  member  of  the  committee  who  was  recently  a  professor  on 
a  college  campus  tells  me  there  is  increasing  pressure  for  these  costs 
to  rise  even  more  in  order  to  have  college  students  entirely  pay  their 
way  at  these  institutions. 

In  view  of  the  heavy  demand  for  loans  for  education,  I  think  this 
should  be  considered  in  setting  the  ceiling  on  loans. 

Senator  Bennett.  May  I  make  a  comment  ? 

The  Chairman.  The  Senator  from  Utah. 

Senator  Bennett.  I  keep  remembering  there  is  no  limit  on  secured 
loans.  The  $400  limit  we  are  talking  about  applies  only  to  unsecured 
loans.  I  am  wondering  how  wise  it  would  be  for  a  person  to  get  an 
unsecured  loan  for  financing  a  college  education  which  would  run 
for  3  or  4  years  and  the  cost  of  which  would  certainly  be  in  excess  of 
$1,000  a  year.  If  I  were  a  credit  union  official,  I  am  not  sure  I  would 
want  to  lend  unsecured  money  for  that  sort  of  purpose.  It  is  my 
understanding  the  unsecured  loan  is  something  of  an  emergency 
matter,  where  the  man  just  has  to  have  the  money  tomorrow  or  next 
week  and  is  not  prepared  to  make  a  long-range  provision  for  its 
security  and  repayment. 

Senator  Williams.  My  only  observation  is  I  would  think  that 
borrowing  money  for  education  is  one  of  the  most  worthy  purposes. 

Senator  Bennett.  I  do  not  quarrel  with  that,  but - 

Senator  Proxmire.  On  the  basis  of  the  record,  student  loan  repay¬ 
ments  have  been  tremendously  good. 
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Senator  Bennett.  I  am  not  quarreling  about  that.  I  am  just  say¬ 
ing  as  the  loan  officer  of  a  credit  union,  if  I  were  asked  to  lend  money 
for  education,  I  would  be.  more  interested  in  a  secured  loan  than  in 
letting  my  funds  available  for  liquid  and  current  needs  go  on  an 
unsecured  basis. 

Senator  Williams.  Of  course  the  Federal  Government  has  a  loan 
program  of  its  own  for  education,  I  believe. 

Senator  Bennett.  We  are  not  talking  about  that. 

Senator  Williams.  I  do  not  believe  there  is  any  security  required 
for  those  loans. 

The  Chairman.  Off  the  record. 

(Discussion  off  the  record.) 

The  Chairman.  If  there  are  no  other  questions,  we  thank  you  very 
much. 

Mr.  Powers.  Thank  you. 

The  Chairman.  We  have  a  letter  from  Senator  McCarthy,  and  let¬ 
ters  and  statements  from  the  AFL-CIO  and  Philadelphia  Federal 
Credit  Union,  which  will  go  in  the  record. 

(The  letters  referred  to  follow  :) 


U.S.  Senate, 
Committee  on  Finance, 

August  20,  1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banicing  and  Currency, 

U.S.  Senate,  Washington,  D.C. 


Dear  Senator  Robertson  :  I  am  liappy  to  learn  that  the  Senate  Committee  on 
Banking  and  Currency  will  consider  bills  to  amend  the  Federal  Credit  Union  Act 
on  Friday,  August  21. 

I  believe  that  credit  unions  make  a  valuable  contribution  to  the  economic  life 
of  the  Nation  and  that  they  are  especially  important  in  providing  a  yardstick 
for  reasonable  rates  on  interest  for  consumers.  The  record  shows  that  credit 
unions  chartered  by  the  States  have  modernized  their  laws  to  meet  changing 
conditions.  While  the  Federal  Credit  Union  Act  of  1934  has  proven  to  be  a  very 
effective  act.  I  believe  the  revision  is  needed  in  the  light  of  the  experience  of  the 
past  25  years. 

Accordingly,  on  last  May  19  I  introducd  a  bill  to  amend  the  Federal  Credit 
Union  Act  (S.  1985).  I  have  studied  the  House  report  and  bill  as  amended 
(HR.  8305).  While  I  regret  certain  differences  from  my  bill,  particularly  the 
exclusion  of  the  power  to  set  up  Federal  central  credit  unions,  I  believe  that 
the  House  bill  represents  a  substantial  improvement  in  the  existing  law.  There¬ 
fore,  I  recommend  that  the  Banking  and  Currency  Committee  approve  and  report 
out  H.R.  8305  as  amended,  for  consideration  by  the  U.S.  Senate. 

With  best  wishes. 

Sincerely  yours, 


Eugene  J.  McCarthy. 


American  Federation  of  Labor  and 
Congress  of  Industrial  Organizations, 

Washington,  D.C.,  August  19, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Senate  Banking  and  Currency  Committee, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Chairman  Robertson  :  While  I  am  not  able  to  appear  personally  before 
your  committee  for  its  hearings  on  amendments  to  the  Federal  Credit  Union  Act, 
I  wish  to  indicate  the  full  support  of  the  AFL-CIO  for  needed  changes  in  this 
act,  as  represented  by  H.R.  8305,  S.  1786,  and  S.  19S5,  and  would  like  this  letter 
to  be  made  part  of  the  record. 

S.  1786  and  S.  1985  contain  the  amendments  originally  endorsed  by  the  AFL- 
CIO  in  its  testimony  before  Subcommittee  No.  3  of  the  House  Banking  and 
Currency  Committee.  I  am  enclosing  a  copy  of  this  testimony  for  reference. 
It  discusses  our  position  in  detail. 
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H.R.  8305  has,  of  course,  already  been  passed  by  the  House  of  Representatives. 
We  consider  it  a  constructive  bill,  even  though  it  does  not  make  all  the  changes 
we  originally  supported. 

We  respectfully  urge  that  your  committee  report  this  bill  favorably  to  the 
Senate  for  action  before  the  end  of  this  session  of  the  Congress. 

With  all  good  wishes,  I  am, 

Sincerely, 


George  D.  Riley, 
Legislative  Representative. 


Statement  of  George  D.  Riley,  AFL-CIO  Legislative  Representative 

We  welcome  this  opportunity  to  support  certain  bills  to  amend  the  Federal 
Credit  Union  Act.  These  bills  are  H.R.  5777,  introduced  by  Mr.  Patman,  H.R. 
3674,  introduced  by  Mr.  Multer,  and  H.R.  3675,  introduced  by  Mr.  Anderson. 
All  would  make  virtually  the  same  substantive  amendments.  In  addition,  the 
latter  two  identical  bills  would  introduce  several  technical  and  clarifying  changes 
in  the  language  of  the  act,  through  consecutive  rewriting  throughout. 

Many  of  the  amendments  contained  in  these  bills  were  discussed  before  your 
committee  last  session  during  consideration  of  the  comprehensive  financial  in¬ 
stitutions  bill  of  1957.  We  are  not  prepared  to  speak  on  technical  points  of  the 
proposed  changes  in  the  present  bills,  but  we  do  support  strengthening  and  im¬ 
provement  of  Federal  credit  unions.  On  specific  details,  we  feel  that  the  testi¬ 
mony  of  the  Credit  Union  National  Association,  which  is  the  direct  representa¬ 
tive  of  operating  credit  unions  and  which  has  broad  knowledge  of  operating 
experience,  should  be  given  primary  weight. 

Our  position  as  a  labor  organization  is  that  we  favor  all  amendments  that 
strengthen  credit  unions,  enable  them  to  give  better  service  to  their  membership, 
increase  the  safety  of  funds  they  administer,  and  otherwise  to  enable  credit 
unions  to  operate  more  effectively. 

The  credit  union  is  a  unique  financial  institution  specifically  tailored  to  the 
saving  and  credit  needs  of  working  people  with  moderate  and  low  incomes.  The 
great  majority  of  the  groups  that  form  credit  unions  are  employee  groups,  the 
common  bond  of  association  being  that  of  the  place  of  employment.  Millions  of 
trade  union  members  also  are  members  of  employee  credit  unions,  and,  in  addi¬ 
tion,  trade  union  sponsorship  has  been  an  active  ingredient  in  the  formation  of 
many  of  these  credit  organizations.  There  are,  in  fact,  464  credit  unions  directly 
sponsored  by  AFL-CIO  affiliates  throughout  North  America. 

low  interest  versus  hidden  charges 

Low-interest  credit  union  loans  are  the  small  earner’s  principal  alternative 
to  the  high-interest  rate  funds  eagerly  offered  by  small-loan  companies  and  to 
the  frequently  deceptive  and  expensive  charges  hidden  in  installment  sales 
contracts.  In  addition  to  providing  personal  credit,  credit  unions  foster  habits 
of  thrift  among  their  members  and  render  valuable  assistance  in  counseling  on 
personal  financial  problems. 

Such  organizations  are  a  strong  demonstration  of  the  beneficial  results  to  be 
obtained  on  the  principle  of  mutual  self-help.  As  affirmed  by  an  AFL-CIO 
policy  resolution  adopted  at  the  1955  convention  : 

•‘One  of  the  most  useful  types  of  cooperative  is  the  credit  union  through 
which  a  group  pools  its  own  savings  and  then  lends  funds  to  its  own  members 
at  a  low-interest  rate.  In  recent  years  credit  unions  have  grown  spectacularly 
and  hundreds  of  AFL-CIO  unions  have  established  them,  thereby  saving  millions 
of  dollars  which  otherwise  would  have  been  paid  out  to  small-loan  companies 
which  charge  extortionate  high-interest  rates.  Besides,  the  credit  unions  earn 
a  substantial  return  for  their  members  in  the  form  of  interest  paid  on  their 
savings.” 

LOAN  TERMS 

The  proposed  amendments  make  two  important  changes  in  individual  loan 
terms,  which  we  believe  will  be  very  beneficial  to  individual  members.  One 
would  extend  the  statutory  loan  maturity  limit  from  the  present  3  years  to  a 
maximum  of  5  years.  The  other  would  increase  the  loan  amount  obtainable  on 
a  signature  basis,  from  the  present  $400  to  a  maximum  of  $1,000.  The  present 
maximums  have  been  unchanged  since  1949  and  are  clearly  obsolete. 

The  longer  loan  maturity  limit  will  enable  some  members  who  might  not 
otherwise  be  able  to  do  so,  to  undertake  home  modernization  projects  and  it  will 
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enable  others  to  carry  through  more  realistic  plans  for  paying  off  consolidated 
debts. 

A  higher  signature  loan  limit  is  clearly  needed  in  view  of  today’s  near  record 
high  prices  of  goods  and  services.  The  sums  people  may  have  to  muster  to 
meet  sudden  expenses  of  illness,  or  to  pay  for  housefurnishings  or  automobiles 
has  increased. 

State  small-loan  laws,  it  may  be  noted,  have  been  progressively  raising  the 
maximum  on  loan  amounts,  particularly  within  the  last  2  or  3  years.  Originally, 
most  States  set  a  maximum  of  $300  on  small  loans.  But  today,  of  the  39  opera¬ 
tive  small-loan  laws  in  effect,  28  have  limits  which  range  up  to  $5,000,  with 
the  usual  limit  being  between  $500  and  $1,500.  Thirteen  provide  at  least  a 
$1,000  maximum. 

Beyond  the  convenience  and  even  necessity  of  longer  loan  limits  and  higher 
signature  maximums,  credit  union  experience  has  indicated  that  more  liberal 
terms  may  be  set  with  entire  safety  to  credit  union  funds. 

DIVIDEND  POLICIES  AND  CHECK-CASHING  FEES 

We  support  the  amendments  relating  to  dividend  payments,  which  would  pro¬ 
vide  additional  convenience  and  benefits  to  individual  members  by  allowing  the 
credit  union  to  declare  dividends  on  a  semiannual  basis  instead  of  only  once  a 
year,  if  it  chose  to  do  so,  and  to  permit  dividend  accrual  on  shares  becoming  , 
fully  paid  up  within  the  first  5  days  of  the  month.  The  amendment  to  transfer 
the  authority  for  declaring  dividends  from  the  membership  to  the  board  of 
directors  also  has  our  support.  Permission  for  credit  unions  to  charge  fees  for 
cashing  checks  to  reimburse  them  for  expenses  of  clearing  checks  with  banks 
appears  a  reasonable  provision  where  desired  by  the  membership  of  the  particular 
credit  unions  involved. 

INTERNAL  ADMINISTRATIVE  ARRANGEMENTS 

The  bills  we  are  supporting  would  make  several  amendments  affecting  internal 
staff  arrangements  and  the  powers,  duties,  and  compensation  of  credit  union 
officials.  These  all  appear  to  be  reasonable,  but  we  wish  especially  to  urge  favor¬ 
able  action  on  the  amendment  permitting  the  credit  committee  to  appoint  a  paid 
loan  officer  to  act  in  its  behalf  in  approving  loan  applications  by  individual 
members.  Such  an  arrangement  will  facilitate  quick  action  for  a  person  who 
needs  an  immediate  loan.  For  members  with  emergency  credit  needs,  the  elimi¬ 
nation  of  the  delays  involved  in  convening  the  credit  committee  can  be  vital. 
The  decisions  of  the  loan  officer  would  still  remain  subject  to  review  by  the 
credit  committee,  but  the  loan  procedure  would  be  made  much  more  efficient 
We  strongly  commend  this  amendment. 

FEDERAL  CENTRAL  CREDIT  UNIONS 

We  also  support  the  amendment  which  would  authorize  the  chartering  of 
Federal  central  credit  unions  made  up  of  local  credit  unions  within  a  particular  \ 
geographical  area,  or  which  could  include  as  individual  members,  directors  and 
committee  members  of  credit  unions. 

Both  the  stability  and  the  loan  flexibility  of  individual  credit  unions  would  be 
enhanced  by  the  availability  of  a  central  source  of  credit  representing  the 
combined  resources  of  the  member  unions  within  geographical  areas.  The  ter¬ 
ritorial  basis,  in  each  case,  would  be  voluntarily  established  by  those  unions 
wishing  to  join  together  and  thus  would  be  tailored  to  local  economic  realities. 

Under  present  law,  of  course,  credit  unions  can  and  do  borrow  from  each 
other.  But  the  efficiency  and  safety  of  borrowing  procedures  would  be  much 
improved  by  the  mechanism  of  a  central  organization  in  which  the  member 
unions  own  shares  and  which  would  be  able  to  muster  larger  resources  to  meet 
special  borrowing  needs  which  cannot  always  be  met  by  other  lending 
institutions. 

For  example,  in  a  particular  locality  where  one  or  more  industries  may  be 
hit  by  a  recession  causing  much  unemployment,  local  credit  unions  are  under 
severe  demands  for  cash  withdrawals  and  loans  to  meet  acute  personal  needs. 
The  credit,  union  is  often  the  only  source  of  credit  for  a  person  temporarily  out 
of  a  job.  The  credit  union  in  turn  may  find  its  borrowing  opportunities  limited, 
but  with  the  availability  of  additional  credit  from  a  central  organization  of  its 
own  it  can  weather  the  economic  distress.  Then,  again,  workers  employed  on  a 
seasonal  basis  may  make  severe  demands  on  credit  union  facilities  during  cer- 
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tain  periods  of  the  year.  Central  credit  unions  would  ease  the  strain  of  widely 
fluctuating  credit  demands  on  the  part  of  particular  memberships.  Or  in  areas 
suddenly  visited  by  flood  or  other  disaster,  forcing  members  out  of  their  homes, 
their  jobs  or  both,  the  need  for  additional  credit  union  reserves  may  be  vital. 

We  urge  the  authorization  of  Federal  central  credit  unions.  Some  State 
laws — Michigan  is  one  example — currently  do  make  provision  for  central  credit 
unions  in  which  State-chartered  unions  can  be  members.  Federally  chartered 
unions,  however,  cannot  fully  participate  in  these  central  unions,  nor  is  there 
other  provision  for  a  central  credit  union  they  can  belong  to. 

A  second  purpose  of  the  amendment  for  Federal  central  credit  unions  is  to 
provide  full  credit  union  facilities  to  officers  and  committee  members  of  local 
credit  unions.  These  individuals,  as  persons  with  direct  influence  over  the 
policies  of  the  credit  unions  in  which  they  officiate,  are  rigidly  restricted  as  to 
amounts  they  may  borrow  from  their  own  organizations.  By  allowing  such 
officials  to  participate  in  a  separate  central  credit  union,  they  may  exercise 
normal  borrowing  powers  without  undergoing  special  personal  disadvantage  in 
order  to  volunteer  their  energies  in  service  to  their  own  local  credit  organiza¬ 
tions.  There  is  an  additional  amendment  in  the  bills,  which  we  also  endorse, 
easing  the  present  restrictions  on  credit  within  their  own  credit  unions  by 
allowing  additional  loans  where  secured  on  shareholdings  of  a  cosignatory. 

MISCELLANEOUS 

In  addition  to  the  amendments  discussed  above,  there  are  a  number  of  special 
changes  relating  to  different  administrative  or  procedural  matters,  such  as 
placing  the  Bureau  of  Federal  Credit  Unions  under  the  Administrative  Pro¬ 
cedures  Act,  making  robbery  of  Federal  credit  unions  a  crime  under  Federal 
law,  and  easing  the  membership  definition  under  which  credit  unions  for  Fed¬ 
eral  employees  may  occupy  space  in  Federal  buildings.  The  bills  wrould  also 
permit  Federal  credit  unions  to  convert  to  State  charters  and  vice  versa. 
We  endorse  these  and  other  technical  amendments  increasing  the  effectiveness  of 
the  law. 

conclusion; 

The  present  bills,  with  the  numerous  and  carefully  worked  out  revisions  they 
contain  for  the  Federal  Credit  Union  Act,  offer  an  excellent  opportunity  to 
modernize  and  make  even  more  serviceable  this  highly  successful  financial  in¬ 
stitution  which  has  proved  of  such  benefit  to  working  people.  The  proposed 
amendments  grow  directly  out  of  the  operating  experience  of  25  years  and  should 
be  enacted. 

I  thank  the  committee  for  this  opportunity  to  present  the  views  of  the 
AFL-CIO. 


Philadelphia  Rex  Federal  Credit  Union, 

Philadelphia,  Pa.,  May  13, 1959. 

|  Hon.  Joseph  S.  Clark, 

Senate  Office  Building, 

Washington,  D.C. 


Dear  Senator  Clark  :  Enclosed  is  a  copy  of  my  statement  to  Subcommittee  No. 
3  of  the  House  Banking  and  Currency  Committee  relative  to  consideration  of  H.R. 
5777. 

Senator  Sparkman  has  introduced  in  the  Senate  S.  1786,  which  is  identical  to 
the  Patman  resolution. 

Your  support  of  these  measures  will  be  deeply  appreciated. 

These  proposed  changes  in  the  Federal  Credit  Union  Act  are,  as  my  statement 
points  out,  very  much  needed  to  bring  the  law  into  step  with  the  present  economy. 

The  proposed  Federal  central  credit  unions  would  streamline  our  operations  in 
that  the  need  to  make  possibly  20  more  telephone  calls  before  finding  a  credit 
union  with  funds  available. 

At  present  we  interlend  among  each  other  but  finding  a  credit  union  with  funds 
requires  a  lot  of  patience.  The  proposed  change  would  eliminate  these  problems. 

We  borrow  also  from  banks  from  time  to  time  but  the  “line  of  credit”  is  usually 
so  limited  that  we  take  what  is  offered  and  then  go  to  another  credit  union  for  the 
balance.  In  addition,  we  run  the  risk  of  having  our  bank  loans  recalled  from 
time  to  time,  even  though  we  are  financially  sound. 
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I  suspect  you  may  have  questions.  If  so,  please  feel  free  to  write  me.  If  need 
be,  I  will  be  pleased  to  go  to  Washington  so  you  may  have  firsthand  knowledge 
of  our  needs. 

Warmest  personal  regards, 

James  J.  Gievan,  Manager. 

Statement  of  James  J.  Gievan,  Dieectoe  of  Ceedit  Union  National 
Association,  Inc.,  Feom  Pennsylvania 

My  name  is  James  J.  Girvan.  I  am  a  director  of  the  Credit  Union  National 
Association  from  Pennsylvania  and  treasurer  of  two  Federal  credit  unions  in 
Philadelphia.  One  of  these  credit  unions  serves  members  of  the  Catholic  Knights 
of  Columbus ;  the  other  serves  employees  of  the  Railway  Express  Agency. 

I  also  am  president  of  the  Pennsylvania  Credit  Union  League.  As  such,  I 
represent  approximately  600,000  persons  who  hold  membership  in  Pennsylvania’s 
1,100  credit  unions.  More  than  1,000  of  these  credit  unions,  numbering  more 
than  500,000  members,  are  federally  chartered.  On  their  behalf  I  urge  your 
support  of  the  proposed  recodification  of  the  Federal  Credit  Union  Act,  or  the 
bills  containing  specific  amendments  to  the  act,  all  of  which  include  almost  iden¬ 
tical  desirable  changes. 

Our  Federal  credit  unions  have  enjoyed  the  happy  privilege  of  serving  their 
members  with  thrift  service  and  low-cost  credit  for  provident  and  productive 
purposes  since  1934,  when  the  act  was  originally  approved. 

The  experiences  of  credit  unions  and  the  changes  which  have  occurred  in  our 
economy  since  that  time  have  given  to  the  leaders  of  the  individual  credit 
unions,  the  State  credit  union  league  and  our  national  association  many  oppor¬ 
tunities  to  study  needed  and  desirable  changes  in  the  existing  law. 

These  studies  were  essential  in  order  that  the  almost  10,000  Federal  credit 
unions  now  operating  could  serve  the  thrift  and  credit  needs  of  their  member¬ 
ship  most  effectively  under  constantly  changing  conditions. 

I  would  like  to  use  this  privilege  of  appearing  before  you  to  bring  to  your 
attention  particularly  the  desirability  and  necessity  of  the  proposed  change  to 
provide  for  Federal  central  credit  unions. 

Such  Federal  central  credit  unions  would  include  within  their  membership 
both  Federal  credit  unions  and  credit  unions  organized  under  the  law  of  any 
State,  the  District  of  Columbia,  the  several  territories  and  possessions,  the 
Canal  Zone,  the  Commonwealth  of  Puerto  Rico,  and  members  of  credit  unions 
who  are  directors  and  committeemen  of  credit  unions  within  a  well-defined 
geographical  area. 

At  the  present  time  there  are  in  operation  Federal  credit  unions  whose  mem¬ 
bership  is  restricted  to  directors  and  credit  and  supervisory  committee  members 
of  both  Federal  and  State  credit  unions  and  are  commonly  known  as  officer 
credit  unions.  These  credit  unions  are  restricted  to  operational  areas  within 
a  State  or  a  portion  of  a  State. 

Their  share  capital  can  be  obtained  only  from  these  eligible  directors  and 
committee  members,  who  are  restricted  as  to  loans  in  their  own  credit  unions 
where  they  hold  office  to  an  amount  equal  to  their  own  shares. 

Although  these  officer  credit  unions  endeavor  to  serve  the  credit  needs  of  their 
membership,  the  funds  available  for  this  purpose  are  limited  since  the  directors 
and  committeemen  that  make  up  the  membership  prefer  to  purchase  shares  in 
their  own  primary  credit  union.  Therefore,  these  officer  credit  unions  have  a 
very  limited  ability  to  serve  their  credit  function.  An  additional  source  of 
funds  is  essential  in  order  to  remove  a  currently  existing  serious  obstacle  to 
the  recruitment  of  the  best  qualified  individuals  to  serve  as  credit  union  offi¬ 
cials,  due  to  loan  restrictions  on  their  own  credit  unions.  This  need  can  best  be 
answered  by  the  proposed  Federal  central  credit  unions. 

The  Federal  central  credit  union  can  also  serve  as  a  very  effective  medium  for 
satisfying  the  credit  needs  of  the  individual  credit  unions.  Federal  credit  unions 
have  the  privilege  in  the  present  law  of  borrowing  up  to  50  percent  of  their 
unimpaired  capital  and  surplus.  This  provision  is  designed  to  enable  them  to 
borrow  to  meet  the  loan  demand  of  their  own  members  when  the  accumulation 
of  shares  is  less  than  their  credit  needs.  In  some  credit  unions  this  is  a  con¬ 
stantly  recurring  situation.  However,  in  attempting  to  borrow  for  this  purpose, 
many  credit  unions  experience  a  serious  problem  due  to  the  reluctance  of  other 
financial  institutions  to  make  loans  to  credit  unions  and  the  difficulty,  delay, 
and  restrictions  applicable  to  such  loans  when  made  by  such  institutions. 
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As  a  result,  credit  unions  desiring  to  use  their  borrowing  privileges  must 
often  seek  loans  from  other  credit  unions.  In  so  doing  they  frequently  encounter 
the  experience  of  being  forced  to  make  a  number  of  loans  in  small  amounts 
from  several  credit  unions.  This  is  caused  by  the  fact  that  credit  unions  with 
funds  in  excess  of  their  own  member  needs  find  it  a  desirable  and  provident 
business  procedure  to  invest  their  funds  in  U.S.  Government  bonds  and  obliga¬ 
tions  and  in  other  insured  savings  and  loan  institutions.  In  this  manner  they 
obtain  some  return  on  extra  funds  while  retaining  a  reasonable  amount  of  cash 
on  hand  to  meet  their  own  needs. 

To  redeem  these  investments  in  order  to  assist  another  credit  union  with 
a  loan  could  result  in  a  reduction  in  cash  value  in  some  instances  and  a  loss 
of  dividend  or  interest  earnings  in  others.  Therefore,  the  funds  of  other  credit 
unions  are  not  readily  available  for  loans  to  other  credit  unions. 

A  large  number  of  these  credit  unions  would  be  willing  to  place  a  certain 
amount  of  their  funds  in  the  proposed  Federal  central  credit  union  as  an 
investment  in  shares  of  the  central  on  which  they  would  receive  a  reasonable 
dividend  return.  Their  participation  would  be  motivated  by  their  desire  to 
help  other  credit  unions  obtain  loans  through  the  central  when  such  loans  are 
not  readily  available  elsewhere. 

There  are  currently  in  existence  central  credit  unions  within  some  States 
which  operate  under  State  law.  The  proposed  revision  of  the  Federal  Credit 
Union  Act  would  permit  Federal  credit  unions  to  avail  themselves  of  the  share 
and  loan  facilities  of  such  currently  operating  State  central  credit  unions  and 
also  provide  for  establishment  of  Federal  central  credit  unions  to  serve  in  the 
same  manner  in  areas  where  State  central  credit  unions  are  not  permissible 
under  existing  laws. 

The  State  central  credit  unions  currently  functioning  have  more  than  justi¬ 
fied  their  existence  in  terms  of  achievement.  There  appears  to  be  no  theoretical 
or  practical  justification  for  not  authorizing  the  establishment  of  Federal  cen¬ 
tral  credit  unions  where  needed  in  order  that  Federal  credit  unions  may  also 
benefit  from  this  mode  of  operation. 

To  sum  up,  the  function  of  Federal  central  credit  unions  would  be  to  accept 
credit  union  surplus  funds  for  the  purpose  of  making  loans  to  credit  unions 
and  to  officials  of  credit  unions  in  need  of  credit. 

The  proposed  Federal  central  credit  unions  would  provide  for  a  cooperative 
structure  which  has  a  very  much  needed  and  proper  position  in  the  true  mutual 
purpose  of  credit  unions. 

The  proposed  Federal  central  credit  unions  could  be  established  only  by 
authorization  of  the  supervising  agency  and  would  function  within  a  well- 
defined  geographical  area. 

The  proposed  Federal  central  credit  unions  would  provide  a  medium  for  the 
mutual  use  of  funds  in  the  interest  of  the  members  of  many  credit  unions,  and 
eliminate  existing  handicaps  created  by  conditions  not  within  the  control  of 
the  credit  unions. 

Your  favorable  acceptance  of  this  portion  of  the  proposed  legislation  and  all 
other  amendments  before  you  is  merited.  Your  approval  is  earnestly  solicited. 

Your  courtesy  to  me  in  extending  the  privilege  of  presenting  these  views  is 
sincerely  appreciated. 


The  Chairman.  We  have  a  letter  from  Senator  Moss  in  support  of 
H.R.  8305  which  will  be  inserted  in  the  record,  together  with  any 
communications  that  may  be  received  before  this  hearing  is  printed. 
(The  following  were  received  for  the  record :) 

U.S.  Senate, 

Committee  on  Interior  and  Insular  Affairs, 

August  20,  1959. 


Hon.  A.  Willis  Robertson, 

Chairman,  Banking  and  Currency  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Robertson  :  Please  enter  into  the  record  of  the  hearings  on  H.R. 
8305  this  letter  expressing  my  support  of  the  measure.  The  amendments  it  pro¬ 
poses  to  the  Credit  Union  Act  will  make  it  possible  for  credit  unions  to  operate 
more  effectively  in  providing  for  the  credit  needs  of  our  working  people. 

I  hope  the  committee  will  report  this  measure  favorably  at  an  early  date. 

With  kindest  regards. 

Sincerely, 


Frank  E.  Moss, 

U.S.  Senator. 
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Treasury  Department, 

Avgust  25,  1959. 

Hon.  A.  Willis  Robertson, 

•Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

My  Dear  Mr.  Chairman  :  Reference  is  made  to  your  letter  of  April  27,  1959, 
requesting  a  report  on  S.  1786,  a  bill  to  amend  the  Federal  Credit  Union  Act. 

The  proposed  legislation  would  make  a  number  of  substantive  changes  in  the 
law  governing  the  operation  of  Federal  credit  unions.  Many  of  the  provisions 
of  the  bill  are  not  of  interest  to  the  Treasury  Department  and  the  Department 
has  no  comments  to  make  on  them.  The  attached  memorandum  sets  forth  the 
sections  of  the  bill  of  concern  to  the  Department  and  its  comments  thereon. 

The  Department  has  been  advised  by  the  Bureau  of  the  Budget  that  there  is 
no  objection  to  the  submission  of  this  report  to  your  committee. 

Very  truly  yours, 

Laurence  B.  Robbins, 

Acting  Secretary  of  the  Treasury. 


Re  S.  1786,  a  Bill  To  Amend  the  Federal  Credit  Union  Act 

As  stated  in  our  letter  to  your  committee,  the  Treasury  Department  is  not 
in  favor  of  certain  of  the  changes  in  the  Federal  Credit  Union  Act  as  proposed 
hy  S.  1786,  which  are  as  follows : 

(1)  Sections  1  and  5  would  create  Federal  central  banks  for  credit  unions 
and  permit  Federal  credit  unions  to  invest  in  capital  and  stocks  of  Federal 
and  State  central  credit  unions.  It  is  our  opinion  that  there  is  no  need  for 
the  creation  of  Federal  central  credit  unions  nor  do  we  consider  the  proposal 
desirable. 

(2)  Section  2  would  extend  the  loan  maturity  from  3  to  5  years.  We  doubt 
that  there  is  any  significant  need  for  extending  the  loan  maturity  beyond  the 
present  3-year  limit.  We  understand  that  only  about  10  percent  of  the  total 
number  of  loans  made  are  for  the  present  maximum  limit.  Possibly  some 
home  improvement  loans  could  be  made  more  advantageously  with  longer  ma¬ 
turities;  however,  should  it  be  considered  desirable  to  extend  the  maximum 
maturity  period  for  such  purposes,  it  is  recommended  that  such  loans  be 
amortized  to  maturity  by  frequent  regular  and  substantially  equal  payments 
including  principal  and  interest  during  the  life  of  the  loan. 

(3)  Section  4  would  provide  authority  for  Federal  credit  unions  to  cash 
and  sell  checks  for  a  reasonable  charge  to  its  members  and  “individuals  eligible 
to  become  members.”  It  is  our  opinion  that  the  business  of  credit  unions 
should  be  confined  to  their  members,  and  we  therefore  feel  no  credit  union 
services  should  be  extended  to  nonmembers.  We  further  feel  that  credit  union 
members  should  not  be  required  to  pay  a  fee  for  a  check  representing  a  with¬ 
drawal  from  their  loan  account  or  for  the  proceeds  of  a  loan  transaction. 

(4)  Section  5  provides  that  instead  of  being  elected  by  the  members,  the 
supervisory  committee  would  be  appointed  by  the  president.  This  is  one  of 
several  proposed  changes  which  weakens  the  control  by  the  board  of  directors 
of  the  internal  affairs  of  the  credit  union.  It  is  our  opinion  that  the  board  of 
■directors  should  appoint  the  supervisory  committee  since  they  have  the  respon¬ 
sibility  for  the  general  direction  and  control  of  the  affairs  of  the  credit  union. 
Sound  internal  audit  control  policy  contemplates  that  those  responsible  should 
he  accountable  only  to  the  board  of  directors. 

(5)  Section  7(a)  would  change  the  present  law  to  allow  the  board  of  direc¬ 
tors  to  appoint  a  membership  chairman  to  act  upon  applications  for  member¬ 
ship.  As  previously  noted,  this  again  removes  from  the  body  responsible  one 
of  their  important  functions  and  responsibilities.  It  is  our  opinion  that  the 
hoard  of  directors  alone  should  retain  authority  to  approve  or  disapprove  mem¬ 
bership,  and  this  responsibility  should  not  be  delegated  to  one  man.  It  is  in¬ 
conceivable  that  the  delay  occasioned  by  waiting  for  a  regular  meeting  of  the 
board  to  approve  a  membership  would  outweigh  the  inherent  danger  of  placing 
in  one  person  the  control  of  membership. 

(6)  Section  8(a)  of  the  bill  would  change  the  present  law  to  permit  the 
credit  committee  to  appoint  a  paid  loan  officer  who  would  be  authorized  to  make 
loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if  such  excess  is  fully 
secured  by  unpledged  shares.  This  again  seeks  to  remove  a  function  from  the 
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responsible  committee.  If  such  a  delegation  is  nevertheless  deemed  to  be 
necessary  and  desirable,  it  is  our  opinion  that  the  limit  should  not  be  set  at 
the  unsecured  loan  limit  but  the  committee  should  limit  each  loan  officer’s 
authority  to  approve  loans  in  accordance  with  their  determination  of  his  per¬ 
sonal  capacity  to  appraise  the  credit  worthiness  of  borrowers. 

(7)  Section  9  would  increase  the  unsecured  loan  limit  from  the  present  $400 
to  $1,000.  There  appears  to  be  no  real  need  to  increase  the  lending  limit  to 
$1,000  and  it  is  our  opinion  that  if  an  increase  is  justified  a  limit  of  $500  would 
be  more  realistic  and  more  in  keeping  with  the  safe  lending  capacity  of  Federal 
credit  unions. 

(8)  Section  11  would  provide  that  all  persons  in  credit  unions  who  may 
be  directly  affected  by  an  adjudication  by  the  Director  of  the  Bureau  of  Fed¬ 
eral  Credit  Unions  shall  be  given  the  opportunity  for  a  hearing.  It  is  our 
opinion  that  there  is  no  need  for  such  a  provision  and  it  is  doubtful  that  it 
would  serve  the  best  interests  of  credit  union  members. 

(9)  Section  14  provides  for  the  conversion  of  a  Federal  to  a  State  credit 
union.  It  is  recommended  that  a  majority  vote,  either  in  person  or  in  writing, 
by  the  members  of  the  credit  union  be  required  for  the  conversion  from  a  Federal 
to  a  State  credit  union.  The  proposed  requirement  that  such  conversion  re¬ 
quire  only  two-thirds  of  the  vote  of  the  members  present  would  enable  a  small 
minority  of  the  membership  to  effect  a  conversion. 


Treasury  Department, 

August  25, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banicing  and  Currency, 

U.S.  Senate,  Washington,  D.C. 


My  Dear  Mr.  Chairman  :  Reference  is  made  to  your  letter  of  May  20,  1959, 
requesting  a  report  on  S.  1985,  a  bill  to  amend  the  Federal  Credit  Union  Act. 

The  proposed  legislation  would  make  a  number  of  substantive  changes  in  the 
law  governing  the  operation  of  Federal  credit  unions.  Many  of  the  provisions 
of  the  bill  are  not  of  interest  to  the  Treasury  Department,  and  the  Department 
has  no  comments  to  make  on  them.  The  attached  memorandum  sets  forth  the 
sections  of  the  bill  of  concern  to  the  Department  and  its  comments  thereon. 

The  Department  has  been  advised  by  the  Bureau  of  the  Budget  that  there  is 
no  objection  to  the  submission  of  this  report  to  your  committee. 

Very  truly  yours, 


Laurence  B.  Robbins, 

Secretary  of  the  Treasury. 


Memorandum  Re  S.  1985,  a  Bill  To  Amend  the  Federal  Credit  Union  Act 

As  stated  in  our  letter  to  your  committee,  the  Treasury  Department  is  not  in 
.  favor  of  certain  of  the  changes  in  the  Federal  Credit  Union  Act  as  proposed  by 
i}  S.  1985,  which  are  as  follows : 

(1)  Sections  2,  8(7)  (e),  10,  11,  12,  and  15  would  create  Federal  control  banks 
for  credit  unions  and  permit  Federal  credit  unions  to  invest  in  capital  stock  of 
Federal  and  State  central  credit  unions.  It  is  our  opinion  that  there  is  no 
need  for  the  creation  of  Federal  central  credit  unions,  nor  do  we  consider  the 
proposal  desirable. 

(2)  Section  8(5)  would  extend  the  loan  maturity  from  3  to  5  years.  We  doubt 
that  there  is  any  significant  need  for  extending  the  loan  maturity  beyond  the 
present  3-year  limit.  We  understand  that  only  about  10  percent  of  the  total 
number  of  loans  made  are  for  the  present  maximum  limit.  Possibly  some  home- 
improvement  loans  could  be  made  more  advantageously  with  longer  maturities ; 
however,  should  it  be  considered  desirable  to  extend  the  maximum  maturity 
period  for  such  purposes,  it  is  recommended  that  such  loans  be  amortized  to 
maturity  by  frequent  regular  and  substantially  equal  payments,  including  prin¬ 
cipal  and  interest,  during  the  life  of  the  loan. 

(3)  Section  8(12)  would  provide  authority  for  Federal  credit  unions  to  cash 
and  sell  checks  for  a  reasonable  charge  to  its  members  and  “individuals  eligible 
to  become  members.”  It  is  our  opinion  that  the  business  of  credit  unions  should 
be  confined  to  their  members,  and  we,  therefore,  feel  that  no  credit  union  services 
should  be  extended  to  nonmembers.  We  further  feel  that  credit  union  members 
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should  not  be  required  to  pay  a  fee  for  a  check  representing  a  withdrawal  from 
their  loan  account  or  for  the  proceeds  of  loan  transactions. 

(4)  Sections  12  and  16  provide  that,  instead  of  being  elected  by  the  members, 
the  supervisory  committee  would  be  appointed  by  and  subject  to  removal  by  the 
President.  This  is  one  of  several  proposed  changes  which  weaken  the  control 
by  the  board  of  directors  of  the  internal  affairs  of  the  credit  union.  It  is  our 
opinion  that  the  board  of  directors  should  appoint  the  supervisory  committee, 
since  they  have  the  responsibility  for  the  general  direction  and  control  of  the 
affairs  of  the  credit  union.  Sound  internal  audit  control  policy  contemplates 
that  those  responsible  should  be  accountable  only  to  the  board  of  directors. 

(5)  Section  14  would  change  the  present  law  to  allow  the  board  of  directors 
to  appoint  a  membership  chairman  to  act  upon  applications  for  membership. 
as  previously  noted,  this  again  removes  from  the  body  responsible  one  of 
their  important  functions  and  responsibilities.  It  is  our  opinion  that  the  board 
of  directors  alone  should  retain  authority  to  approve  or  disapprove  membership 
and  that  this  responsibility  should  not  he  delegated  to  one  man.  It  is  incon- 
caivable  that  the  delay  occasioned  by  waiting  for  a  regular  meeting  of  the 
hoard  to  approve  a  membership  would  outweigh  the  inherent  danger  of  placing 
in  one  person  the  control  of  membership. 

(6)  Section  15  would  change  the  present  law  to  permit  the  credit  commit¬ 
tee  to  appoint  a  paid  loan  officer  who  would  be  authorized  to  make  loans  up  to 
the  unsecured  limit,  or  in  excess  of  such  limit  if  such  excess  is  fully  secured  4 
by  unpledged  shares.  This  again  seeks  to  remove  a  function  from  the  respon¬ 
sible  committee.  If,  notwithstanding,  such  a  delegation  is  deemed  to  he  neces¬ 
sary  or  desirable,  it  is  our  opinion  that  the  limit  should  not  be  set  at  the 
unsecured  loan  limit  but  the  committee  should  limit  each  loan  officer’s  authority 
to  approve  loans  in  accordance  with  their  determination  of  his  personal  capa¬ 
city  to  appraise  the  credit  worthiness  of  the  borrowers. 

(7)  Section  15  would  also  increase  the  unsecured  loan  limit  from  the  present 
$400  to  $1,000.  There  appears  to  be  no  real  need  to  increase  the  lending  limit 
to  $1,000  and  it  is  our  opinion  that  if  an  increase  is  justified,  a  limit  of  $500 
would  be  more  realistic  and  more  in  keeping  with  the  safe  lending  capacity 
of  Federal  credit  unions. 

(8)  Sections  19  and  21  (i)  would  provide  that  all  persons  and  credit  unions 
who  may  be  directly  affected  by  an  adjudication  by  the  Director  of  the  Bureau 
of  Federal  Credit  Unions  under  this  act  shall  be  given  the  opportunity  for  a 
hearing.  It  is  our  opinion  that  there  is  no  need  for  such  a  provision  and  it  is 
doubtful  that  it  would  serve  the  best  interest  of  credit  union  members. 

(9)  Section  26(a)  (1)  provides  for  the  conversion  of  a  Federal  to  a  State 
credit  union.  It  is  recommended  that  a  majority  vote,  either  in  person  or  in 
writing,  by  the  members  of  the  credit  union  be  required  for  the  conversion 
from  a  Federal  to  a  State  credit  union.  The  proposed  requirement  that  such 
conversion  require  only  two-thirds  of  the  vote  of  the  members  present  would 
enable  a  small  minority  of  the  membership  to  effect  a  conversion. 


Treasury  Department, 

A  ugust  25, 1959- 

Hon.  A.  Willis  Robertson, 

Chairman ,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

My  Dear  Mr.  Chairman  :  Reference  is  made  to  your  letter  of  August  5, 
1959,  requesting  a  report  on  H.R.  8305,  a  bill  to  amend  the  Federal  Credit 
Union  Act. 

This  Department  would  favor  changes  in  several  of  the  sections  of  the  pro¬ 
posed  legislation.  We  have  attached  a  memorandum  outlining  the  sections 
which  we  do  not  favor  and  the  reasons  for  our  objections.  The  remaining 
provisions  of  this  bill  are  not  of  interest  to  this  Department  and  we  have  no 
comments  to  make  thereon. 

The  Department  has  been  advised  by  the  Bureau  of  the  Budget  that  there 
is  no  objection  to  the  submission  of  this  report  to  ycur  committee. 

Very  truly  yours, 


Laurence  B.  Robbins, 
Acting  Secretary  of  the  Treasury. 
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Memorandum  re  H.R.  8305,  a  Bill  To  Amend  the  Federal  Credit  Union  Act 

As  stated  in  our  letter  to  your  committee,  this  Department  is  not  in  favor  of 
certain  of  the  changes  in  the  Federal  Creuit  Union  Act  as  proposed  by  H.R.  8305, 
which  are  as  follows : 

(1)  Section  8(5)  would  extend  the  loan  maturity  from  3  to  5  years.  We 
doubt  that  there  is  any  significant  need  for  extending  the  loan  maturity  beyond 
the  present  3-year  limit.  We  understand  that  omy  10  percent  of  the  total 
number  of  loans  made  are  for  the  present  maximum  limit.  Possibly  some  home 
improvement  loans  could  be  made  more  advantageously  with  longer  maturities. 
However,  should  it  be  considered  desirable  to  extend  the  maximum  maturity 
period  for  such  purposes,  it  is  recommended  that  such  loans  be  amortized  to 
maturity  by  frequent  regular  and  substantially  equal  payments,  including  princi¬ 
pal  and  interest,  during  the  life  of  the  loan. 

(2)  Section  14  would  change  the  present  law  to  allow  the  board  of  directors 
to  appoint  a  membership  chairman  to  act  upon  applications  for  membership. 
This  removes  from  the  body  responsible  one  of  their  important  functions  and 
responsibilities.  It  is  our  opinion  that  the  board  of  directors  alone  should 
retain  authority  to  approve  or  disapprove  membership  and  that  this  responsibility 
should  not  be  delegated  to  one  man.  It  is  inconceivable  that  the  delay  occasioned 
by  waiting  for  a  regular  meeting  of  the  board  to  approve  a  membership  would 
outweigh  the  inherent  danger  of  placing  one  person  in  control  of  the  membership. 

(3)  Section  15  would  change  the  present  law  to  permit  the  credit  committee 
to  appoint  a  paid  loan  officer  who  would  be  authorized  to  make  loans  up  to  the 
secured  limit,  or  in  excess  of  such  limit  if  such  excess  is  fully  secured  by  un¬ 
pledged  shares.  This  again  seeks  to  remove  a  function  from  the  responsible 
committee.  If,  notwithstanding,  such  a  delegation  is  deemed  to  be  necessary  or 
desirable,  it  is  our  opinion  that  the  limit  should  not  be  set  at  the  unsecured  loan 
limit  but  that  the  committee  should  limit  each  loan  officer's  authority  to  approve 
loans  in  accordance  with  their  determination  of  his  personal  capacity  to  appraise 
the  credit  worthiness  of  the  borrowers. 

(4)  Section  15  would  also  increase  the  unsecured  loan  limit  from  the  present 
.$400  to  $1,000.  There  appears  to  be  no  real  need  to  increase  the  lending  limit 
to  $1,000,  and  it  is  our  opinion  that  if  an  increase  is  justified  a  limit  of  $500 
would  be  more  realistic  and  more  in  keeping  with  the  safe  lending  capacity  of 
Federal  credit  unions. 

(5)  Section  27  provides  for  the  Director  of  the  Bureau  of  Federal  Credit 
Unions  to  submit  to  Congress  on  or  before  January  15, 1960,  a  draft  of  legislation 
providing  for  federally  chartered  central  credit  unions.  It  is  our  opinion  that 
there  is  no  need  for  the  creation  of  Federal  central  credit  unions. 


U.S.  Department  of  Labor, 

Office  of  the  Secretary, 
Washington,  August  Hi, 1959. 

Hon.  A.  Willis  Robertson, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Robertson  :  This  is  in  further  reply  to  your  request  for  com¬ 
ments  on  S.  1786  and  S.  1985,  bills  to  amend  the  Federal  Credit  Union  Act. 

These  proposals  would  revise  the  Federal  Credit  Union  Act  of  1934  as 
amended,  by,  among  other  things,  providing  for  the  chartering  of  Federal 
central  credit  unions  composed  of  Federal  credit  unions  and  credit  unions  or¬ 
ganized  under  the  laws  of  a  State,  Territory,  or  possession.  It  would  also 
increase  loan  maturity  and  signature  loan  limits  from  3  to  5  years  anu  from 
$400  to  $1,000,  respectively.  The  Director  of  the  Bureau  of  Federal  Credit 
Unions  in  the  Department  of  Health,  Education,  and  Welfare  would  be  au¬ 
thorized  to  prescribe  rules  and  regulations  for  the  administration  of  the  pro¬ 
posals,  suspend  or  revoke  charters,  and  exercise  other  administrative  authority. 

We  are  in  accord  with  the  general  purposes  of  these  bills  of  modermzmg  the 
Federal  Credit  Union  Act  to  take  into  account  the  changes  that  have  occurred 
in  our  economy  and  the  needs  of  Federal  creuit  unions  and  their  members  since 
the  passage  of  the  original  act  in  1934.  Although  the  Department  of  Labor  has 
no  direct  responsibility  over  credit  unions,  the  providing  of  consumer  credit 
at  reasonable  cost  and  through  consumer  cooperative  to  the  families  of  wage 
earners  is  of  deep  concern  to  us. 
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While  we  prefer  to  leave  detailed  comment  on  the  specific  proposals  contained 
in  the  bills  to  those  agencies  with  direct  responsibilities  in  this  area,  we  would 
like  to  comment  on  several  provisions. 

This  Department  favors  the  proposed  increase  from  3  to  5  years  in  the  loan 
maturity  limit.  This  increase  would  permit  Federal  credit  unions  to  extend 
more  loans  for  home  improvement  and  modernization  and  would  more  ade¬ 
quately  meet  the  modern-day  demands  for  various  other  types  of  loans.  It 
would  also  tend  to  bring  the  Federal  law  more  into  line  with  many  State  laws. 

With  respect  to  the  provisions  of  S.  1786  and  S.  1985  authorizing  the  charter¬ 
ing  of  Federal  central  credit  unions,  it  should  be  noted  that  central  credit 
unions  composed  of  State-chartered  credit  unions  can  be  organized  under  some 
State  laws.  These  central  credit  unions  make  available  a  central  source  of 
credit  to  all  member  unions.  Further,  under  the  present  Federal  Credit  Union 
Act  Federal  credit  unions  can  borrow  from  any  source  and  are  permitted  to 
make  loans  to  other  credit  unions.  Therefore,  it  might  be  considered  advisable 
to  delay  any  action  on  these  provisions  of  the  proposed  legislation  until  the 
necessity  for  Federal  central  credit  unions  is  more  clearly  established  and  ex¬ 
perience  with  the  operations  of  State-chartered  central  credit  unions  has  been 
analyzed  and  compared  with  intercredit  union  loan  operations  presently  au¬ 
thorized  under  the  Federal  law. 

While  the  Department  believes  some  increase  in  the  unsecured  loan  limit  is 
appropriate  we  would  doubt  the  need  for  increasing  the  limit  as  high  as  $1,000.  / 
It  is  our  understanding  that  the  experience  of  Federal  credit  unions  with  unse-^ 
cured  loans  has  been  very  good  and  that  the  average  amount  of  unsecured  loans 
is  less  that  $250.  To  increase  the  limit  to  the  extent  proposed  might  produce 
greater  risks  for  Federal  credit  unions,  particularly  if  the  maturity  limit  is 
increased  to  5  years. 

The  Bureau  of  the  Budget  advises  that  it  has  no  objection  to  the  submission 
of  this  report. 

Sincerely  yours, 


James  T.  O’Connell, 
Under  Secretary  of  Labor. 


The  Chairman.  The  committee  will  go  into  executive  session. 
(Whereupon,  at  11:53  a.m.,  the  committee  went  into  executive  ses¬ 
sion.) 
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1959 

Rep*  Multer  introduced  H.  R.  367U  which  was 
referred  to  H.  Banking  and  Currency  Committee. 

Print  of  bill. 

Sen,  Sparkman  introduced  S.  1786  which  was 
referred  to  S,  Banking  and  Currency  Committee. 

Print  of  bill.  Remarks  of  author. 

Sen.  McCarthy  introduced  S.  1985  which  was 
referred  to  S.  Banking  and  Currency  Committee. 

Print  of  bill. 

Rep.  Spence  introduced  H.  R.  8305  which  was 
referred  to  H.  Banking  and  Currency  Committee. 

Print  of  bill. 

H.  Committee  reported  H.  R.  8305  without  amendment. 
Print  of  bill  and  H.  Rept.  696, 

H.  Rules  Committee  reported  H.  Res.  33h,  H.  Report 
733 >  for  consideration  of  H,  R,  8305* 

House  passed  H.  R.  8305  without  amendment. 

H.  R.  8305  deferred  to  S.  Banking  and  Currency 
Committee.  Print  of  bill. 

S.  committee  voted  to  report  H,  R.  8305  with 
amendments • 

S.  committee  reported  H.  R.  8305  with  amendments. 
Print  of  bill  and  S.  report  8lU. 

Senate  passed  H.  R.  8305  as  reported. 

House  concurred  in  Senate  amendments. 

Approved  (Public  Law  86-36U), 


House  committee  held  hearings  May  11,  12,  and  13,  1959 
Senate  committee  held  hearings  August  21,  1959. 
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DIGEST  OF  PUBLIC  LAW  86-354 


FEDERAL  CREDIT  UNION  ACT.  Rewrites  the  Federal  Credit 
Union  Act  of  1934  so  as  to  incorporate  various  changes 
regarding  Federal  credit  union  operations,  including 
an  increase  in  the  maximum  maturity  of  loans  from  3  to 
5  years,  an  increase  in  the  unsecured  loan  limit  from 
$400  to  $750,  an  authorization  for  Federal  credit 
unions  to  cash  and  sell  checks  to  members  for  a  reason¬ 
able  fee,  a  liberalization  of  borrowing  restrictions  on 
Federal  credit  union  officials,  and  changes  in  the  organi¬ 
zational  and  administrative  provisions  designed  to  make 
the  operations  of  the  Federal  credit  unions  more  efficient. 
Authorizes  credit  unions  95  percent  of  whose  members  are 

Federal  employees  to  utilize  space  in  Federal  buildings 

/ 

without  charge  under  present  law  100  percent  of  the  members 
must  be  Federal  employees  to  be  entitled  to  such  space) . 
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86th  CONGRESS  T  ¥  T*>  f**l  A 

1st  Session  |-|#  /  £\ 


IN  THE  HOUSE  OF  REPRESENTATIVES 

January  29,  1959 

Mr.  Multer  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 


A  BILL 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Beyresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  Federal  Credit  ion  Act  (48  Stat.  1216),  as 

4  amended,  is  amended  to  read  as  follows : 

5  “short  title 

6  “Section  1.  This  Act  may  be  cited  as  the  ‘Federal 

7  Credit  Union  Act’. 

8  “definitions 

9  “Sec.  2.  As  used  in  this  Act — 

10  “  (a)  The  term  ‘Federal  credit  union’  means  a  coopera- 

11  tive  association  organized  in  accordance  with  the  provisions 
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of  this  Act  for  the  purpose  of  promoting  thrift  among  its 
members  and  creating  a  source  of  credit  for  provident  or 
productive  purposes,  and  includes  a  cooperative  association 
(hereinafter  called  a  ‘Federal  central  credit  union’)  whose 
members  are  Federal  credit  unions  and  credit  unions  organ¬ 
ized  in  accordance  with  the  provisions  of  law  of  any  State, 
the  District  of  Columbia,  the  several  Territories  and  the 
several  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  or  the  Commonwealth  of  Puerto  Rico,  and  located 
within  a  well-defined  geographical  area,  and  whose  mem¬ 
bers  may  also  be  directors  and  members  of  the  supervisory 
and  credit  committees  of  such  credit  unions. 

“(b)  The  term  ‘Bureau’  means  the  Bureau  of  Federal 
Credit  Unions. 

“(c)  The  term  ‘Director’  means  the  Director  of  the 
Bureau  of  Federal  Credit  Unions. 

“creation  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health, 
Education,  and  Welfare  a  Bureau  of  Federal  Credit  Unions, 
which  shall  be  under  the  supervision  of  a  Director  appointed 
by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  be 
under  the  general  direction  and  supervision  of  the  Secretary. 
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“federal  credit  union  organization 
“Sec.  4.  Any  seven  or  more  persons  who  desire  to  form 
a  Federal  credit  union  shall  subscribe  before  some  officer 
competent  to  administer  oaths  an  organization  certificate  in 
duplicate  which  shall  specifically  state — 

“  ( 1 )  the  name  of  the  association; 

“(2)  the  location  of  the  proposed  Federal  credii 
union  and  the  territory  in  which  it  will  operate; 

“  (3)  the  names  and  addresses  of  the  subscribers  to 
the  certificate  and  the  number  of  shares  subscribed  by 
each; 

“  (4)  the  par  value  of  the  shares,  which  shall  be  $5 
each ; 

“  (5)  the  proposed  field  of  membership,  specified  in 
detail ; 

“(6)  the  term  of  the  existence  of  the  corporation, 

* .  4 1 

which  may  be  perpetual ;  and 

“  (7)  the  fact  that  the  certificate  is  made  to  enable 
such  persons  to  avail  themselves  of  the  advantages  of 
this  Act. 

“Such  organization  certificate  may  also  contain  any  pro¬ 
visions  approved  by  the  Director  for  the  management  of  the 
business  of  the  association  and  for  the  conduct  of  its  affairs 
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and  relative  to  the  powers  of  its  directors,  officers,  or  stock¬ 
holders. 

“approval  of  organization  certificate 

“Sec.  5.  The  organization  certificate  shall  be  presented 
to  the  Director  for  approval.  Before  any  organization  cer¬ 
tificate  is  approved,  an  appropriate  investigation  shall  be 
made  for  the  purpose  of  determining  (1)  whether  the  or¬ 
ganization  certificate  conforms  to  the  provisions  of  this  Act; 
(2)  the  general  character  and  fitness  of  the  subscribers 
thereto;  and  (3)  the  economic  advisability  of  establishing 
the  proposed  Federal  credit  union.  Upon  approval  of  such 
organization  certificate  by  the  Director,  it  shall  be  the  char¬ 
ter  of  the  corporation,  and  one  of  the  originals  thereof  shall 
he  delivered  to  the  corporation  after  the  payment  of  the  fee 
required  therefor.  Upon  such  approval  the  Federal  credit 
union  shall  be  a  body  corporate,  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the 
powers  and  charged  with  all  the  liabilities  conferred  and 
imposed  by  this  Act  upon  corporations  organized  hereunder. 

“fees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident 
to  the  ascertainment  of  whether  an  organization  certificate 
should  be  approved,  the  subscribers  to  any  such  certificate 
shall  pay,  at  the  time  of  filing  their  organization  certificate, 
the  amount  prescribed  by  the  Director,  which  shall  not 
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exceed  $20  in  any  case ;  and  on  the  approval  of  any 
organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal 
credit  union  shall  pay  to  the  Bureau,  for  the  preceding 
calendar  year,  a  supervision  fee  in  accordance  with  a  grad¬ 
uated  scale  prescribed  by  regulation  on  the  basis  of  assets 
as  of  December  31  of  such  preceding  year,  but  such  fee 
shall  in  no  event  be  less  than  $10  nor  more  than  the  amounts 
specified  in  the  following  table:  Provided,  however,  That 
no  such  annual  fee  shall  be  payable  by  a  Federal  credit 
union  with  respect  to  the  year  in  which  its  charter  is  issued, 
or  in  which  final  distribution  is  made  in  its  liquidation  or  the 
charter  is  otherwise  canceled.  All  such  fees  shall  be  de¬ 
posited  with  the  Treasurer  of  the  United  States  for  the 
account  of  the  Bureau  and  may  be  expended  by  the  Director 
for  such  administrative,  supervisory  and  other  expenses 
incurred  in  carrying  out  the  provisions  of  this  Act  as  he 
may  determine  to  be  proper,  the  purpose  of  such  fees  being 
to  defray  such  expenses  as  far  as  practicable. 

"Total  assets  Maximum  fee 

$500,000  or  less _  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000__  $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 _ $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 
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greater  rate  of  interest  has  been  paid,  the  person  by 
whom  it  has  been  paid,  or  his  legal  representatives, 
may  recover  back  from  the  credit  union  taking  or  re¬ 
ceiving  the  same,  in  an  action  in  the  nature  of  an  action 
of  debt,  the  entire  amount  of  interest  paid:  Provided, 
That  such  action  is  commenced  within  two  years  from 
the  time  the  usurious  collection  was  made; 

“(6)  to  receive  from  its  members  payments  on 
shares ; 

“(7)  to  invest  its  funds  (a)  in  loans  exclusively 
to  members;  (b)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (c)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  (d)  in  shares  or  accounts  of  savings  and  loan  asso¬ 
ciations,  the  accounts  of  which  are  insured  by  the  Fed¬ 
eral  Savings  and  Loan  Insurance  Corporation;  or  (e) 
in  shares  of  Federal  central  credit  unions  and  in  shares 
or  accounts  of  other  central  credit  unions,  as  defined  in 
section  2,  paragraph  (a)  of  this  Act.  Payments  to,  and 
withdrawals  from,  such  central  credit  unions  by  a  Fed- 
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eral  credit  union  must  be  specifically  authorized  by  the 
board  of  directors  of  such  Federal  credit  union; 

“(8)  to  make  deposits  in  national  banks  and  in 
State  banks,  trust  companies,  and  mutual  savings  banks 
operating  in  accordance  with  the  laws  of  the  State  in 
which  the  Federal  credit  union  does  business; 

“  (9)  to  borrow,  in  accordance  with  such  rules  and 
regulations  as  may  be  prescribed  by  the  Director,  from 
any  source,  in  an  aggregate  amount  not  exceeding  50 
per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided ,  That  any  Federal  credit  union  may 
discount  with  or  sell  to  any  Federal  intermediate  credit 
bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital; 

“  (10)  to  levy  late  charges,  in  accordance  with  the 
bylaws,  for  failure  to  meet  promptly  their  obligations 
to  the  Federal  credit  union; 

“(11)  to  impress  and  enforce  a  lien  upon  the  shares 
and  dividends  of  any  member,  to  the  extent  of  any  loan 
made  to  him  and  any  dues  or  fines  payable  by  him ; 

“(12)  to  charge  members  and  individuals  eligible 
to  become  members  a  reasonable  fee  for  cashing  or  sell- 
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ing  checks,  not  to  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service; 

“(13)  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on 
effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Fed¬ 
eral  credit  unions  the  Director  shall  from  time  to  time  cause 
to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by 
Federal  credit  union  incorporators,  and  shall  be  supplied  to 
them  on  request.  At  the  time  of  presenting  the  organization 
certificate  the  incorporators  shall  also  submit  proposed  by¬ 
laws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  con¬ 
sist  of  the  incorporators  and  such  other  persons  and  incor¬ 
porated  and  unincorporated  organizations,  to  the  extent 
permitted  by  rules  and  regulations  prescribed  by  the  Di¬ 
rector,  as  may  be  elected  to  membership  and  as  such  shall, 
each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee ;  except  that 
other  than  as  provided  in  section  2,  paragraph  (a)  of  this 
Act  as  to  Federal  central  credit  unions,  Federal  credit  union 
membership  shall  be  limited  to  groups  having  a  common 
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1  bond  of  occupation  or  association,  or  to  groups  within  a 

2  well-defined  neighborhood,  community,  or  rural  district. 

3  A  Federal  credit  union  may,  by  authorization  of  its  board 

4  of  directors,  become  a  subscriber  to,  or  organizer  or  member 

5  of,  a  Federal  central  credit  union  or  a  central  credit  union 

i 

6  as  defined  in  section  2,  paragraph  (a)  of  this  Act.  Shares 

7  may  be  issued  in  joint  tenancy  with  right  of  survivorship 

8  with  any  person  designated  by  the  credit  union  member,  but 

9  no  joint  tenant  shall  be  permitted  to  vote,  obtain  loans,  or 

10  hold  office,  unless  he  is  within  the  field  of  membership  and 

11  is  a  qualified  member. 

12  “members’  meetings 

13  “Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions 
Id  shall  end  December  31.  The  annual  meeting  of  each  Fed- 
15  eral  credit  union  shall  be  held  at  such  time  during  the  month 

10  of  the  following  January  and  at  such  place  as  its  bylaws  shall 

11  prescribe.  Special  meetings  may  be  held  in  the  manner 
1®  indicated  in  the  bylaws.  No  member  shall  be  entitled  to 
1^  vote  by  proxy  but  a  member  other  than  a  natural  person 

20  may  vote  through  an  agent  designated  for  the  purpose.  Ir- 

21  respective  of  the  number  of  shares  held  by  him,  no  member 

22  shall  have  more  than  one  vote.  Federal  credit  unions  1m  v- 

23  ing  membership  in  a  central  credit  union  may  be  represented 

24  at  annual  or  special  meetings  of  the  central  credit  union  bv 

25  one  member  duly  authorized  by  the  board  of  directors  of  the 
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member  Federal  credit  union.  To  the  extent  permitted  by 
the  articles  or  certificate  of  incorporation  or  bylaws  of  the 
central  credit  union,  such  representative  shall  have  one  vote 
and  shall  he  eligible  for  office  in  the  central  credit  union  the 
same  as  though  he  were  a  member  as  an  individual  of  such 
central  credit  union. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors, 
and  a  credit  committee  of  not  less  than  three  members,  all 
to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members  which,  in  the  case  of  Federal  central  credit 
unions,  shall  be  deemed  to  include  the  duly  authorized 
representatives  of  the  member  credit  unions,  and  by  a 
supervisory  committee  of  three  members,  one  of  whom  may 
be  a  director  other  than  the  treasurer,  to  be  appointed  by 
the  president  from  the  membership  promptly  following  the 
annual  meeting,  subject  to  ratification  by  the  board  at  its 
next  meeting.  If  the  board  fails  to  ratify  the  appointment 
of  any  member  of  the  supervisory  committee,  the  term  of 
such  member  shall  thereupon  cease,  and  the  president  shall 
immediately  appoint  a  replacement,  subject  to  ratification 
by  the  board  at  its  next  succeeding  meeting.  Any  vacancy 
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occurring  in  the  supervisory  committee  shall  he  filled  in  the 
same  manner  as  original  appointments  to  said  committee. 
All  members  of  the  board  and  of  such  committees  shall  hold 
office  for  such  terms,  respectively,  as  the  bylaws  may  provide. 
A  record  of  the  names  and  addresses  of  the  members  of  the 
board  and  such  committees  and  officers  shall  be  filed  with 
the  Bureau  within  ten  days  after  their  election  or  appoint¬ 
ment.  No  member  of  the  board  or  of  either  such  committee 
shall,  as  such,  be  compensated. 

“officers 

“Sec.  13.  At  their  first  meeting  after  the  annual  meet¬ 
ing  of  the  members,  the  directors  shall  elect  from  their  num¬ 
ber  a  president,  one  or  more  vice  presidents,  a  secretary,  and 
a  treasurer,  who  shall  be  the  executive  officers  of  the  cor¬ 
poration.  No  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such.  The  offices  of  secretary  and  treas¬ 
urer  may  be  held  by  the  same  person.  The  duties  of  the 
officers  shall  be  as  determined  by  the  bylaws,  except  that  the 
treasurer  shall  be  the  general  manager  of  the  corporation. 
Before  the  treasurer  shall  enter  upon  his  duties  he  shall  give 
bond  with  good  and  sufficient  surety,  in  an  amount  and  char¬ 
acter  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the 
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Director,  conditioned  upon  the  faithful  performance  of  his 
trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least 
once  a  month  and  shall  have  the  general  direction  and  con¬ 
trol  of  the  affairs  of  the  corporation.  Minutes  of  all  such 
meetings  shall  be  kept.  Among  other  things  they  shall  act 
upon  applications  for  membership  directly  or  shall  appoint 
a  membership  chairman  from  the  members,  other  than  the 
treasurer  or  assistant  treasurer,  who  shall  be  authorized  to  act 
upon  such  applications  for  membership  as  the  board  may 
prescribe  and  who  shall  submit  to  the  board  at  each  monthly 
meeting  a  list  of  applications  for  membership  received  since 
the  previous  monthly  meeting,  together  with  such  other 
information  as  may  be  required  by  the  bylaws  or  the  board; 
require  any  officer  or  employee  having  custody  of  or  han¬ 
dling  funds  to  give  bond  with  good  and  sufficient  surety 
in  an  amount  and  character  to  be  determined  by  the  board 
of  directors  in  compliance  with  regulations  prescribed  from 
time  to  time  by  the  Director,  and  authorize  the  payment 
of  the  premium  or  premiums  therefor  from  the  funds  of  the 
Federal  credit  union ;  fill  vacancies  in  the  board  and  in  the 
credit  committee  until  successors  elected  at  the  next  annual 
meeting  have  qualified;  have  charge  of  investments  other 
than  loans  to  members;  determine  from  time  to  time  the 
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maximum  number  of  shares  that  may  be  held  by  an  in¬ 
dividual;  subject  to  the  limitations  of  this  Act,  determine 
the  interest  rates  on  loans  and  the  maximum  amount  which 
may  be  loaned  with  or  without  security  to  any  member; 
and,  subject  to  such  regulations  as  may  be  issued  by  the 
Director,  authorize  an  interest  refund  to  members  of  record 
at  the  close  of  business  on  December  31  in  proportion  to 
the  interest  paid  by  them  during  that  year;  and  provide 
for  compensation  of  necessary  clerical  and  auditing  assist¬ 
ance  requested  by  the  supervisory  committee,  and  of  loan 
officers  appointed  by  the  credit  committee. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meet¬ 
ings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  to  consider  appli¬ 
cations  for  loans.  Reasonable  notice  of  such  meetings  shall 
be  given  to  all  members  of  the  committee.  No  loan  shall  be 
made  unless  it  is  approved  by  a  majority  of  the  committee 
and  by  all  members  of  the  committee  who  are  present  at 
the  meeting  at  which  the  application  is  considered:  Pro¬ 
vided ,  hoivever,  That  the  credit  committee  may  appoint  one 
or  more  loan  officers,  who  may  be  the  treasure  or  an  assist¬ 
ant  treasure,  and  delegate  to  him  or  them  powers  to  approve 
loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit 
if  such  excess  is  fully  secured  by  unpledged  shares.  Each 
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loan  officer  shall  furnish  to  the  credit  committee  a  record 
of  each  loan  approved  or  not  approved  by  him  within  7  days 
of  the  date  of  the  filing  of  the  application  therefor.  All 
loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by 
the  credit  committee.  No  loan  officer,  including  the  treas¬ 
urer  or  assistant  treasurer,  shall  have  authority  to  disburse 
funds  of  the  Federal  credit  union  for  any  loan  which  has 
been  approved  by  him.  Not  more  than  one  member  of  the 
credit  committee  may  be  appointed  as  a  loan  officer.  Appli¬ 
cations  for  loans  shall  be  made  on  forms  prepared  by  such 
committee,  which  shall  set  forth  the  purpose  for  which  the 
loan  is  desired,  the  security,  if  any,  and  such  other  data  as 
may  be  required.  No  loan  shall  be  made  to  any  member, 
except  in  the  case  of  a  loan  by  a  Federal  central  credit  union 
to  a  member  credit  union,  which  causes  such  member  to  be¬ 
come  indebted  to  the  Federal  credit  union  in  an  aggregate 
amount,  upon  loans  made  to  such  member,  which  is  in  ex¬ 
cess  of  $1,000  unless  such  excess  over  $1,000  is  adequately 
secured,  except  that  in  no  event  may  any  such  loan  be  made 
if  such  aggregate  amount  would  be  in  excess  of  whichever 
of  the  following  is  greater: 

“  ( 1 )  $200,  or 

“(2)  10  per  centum  of  the  credit  union’s  paid-in 
unimpaired  capital  and  surplus. 
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“For  the  purposes  of  this  subdivision  an  assignment  of 
shares  or  the  endorsement  of  a  note  shall  he  deemed  security. 
“supervisory  committee 

“Sec.  16.  The  supervisory  committee  shall  make,  or 
cause  to  he  made,  at  least  quarterly,  an  examination  of  the 
affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
books;  shall  make,  or  cause  to  he  made,  a  report  of  its 
quarterly  examination  to  the  hoard  of  directors;  shall  make, 
or  cause  to  he  made,  an  annual  audit,  a  report  of  which 
shall  he  submitted  to  the  members  at  the  next  annual  meet¬ 
ing  of  the  corporation;  and  may  suspend  by  a  unanimous 
vote  any  officer  of  the  corporation  or  any  member  of  the 
credit  committee  or  of  the  hoard  of  directors,  until  the  next 
members’  meeting,  which  members’  meeting  shall  he  held 
within  seven  days  of  said  suspension  and  at  which  meeting 
said  suspension  shall  he  acted  upon  by  the  members;  and, 
by  a  majority  vote,  may  call  a  special  meeting  of  the  share¬ 
holders  to  consider  any  violation  of  this  Act,  the  charter,  or 
of  the  bylaws,  or  any  practice  of  the  corporation  deemed  by 
the  supervisory  committee  to  he  unsafe  or  unauthorized. 
Any  and  all  members  of  the  supervisory  committee  may  he 
suspended  by  the  president,  subject  to  the  approval  of  the 
hoard  of  directors,  or  by  the  hoard  of  directors,  subject  to 
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the  approval  of  the  members.  In  the  latter  case,  a  members’ 
meeting  to  act  upon  such  suspension  shall  he  held  within 
seven  days  thereof.  The  hoard  of  directors  or  the  members, 
as  the  case  may  he,  shall  decide  whether  the  suspended 
committee  member  shall  he  removed  from  or  restored  to 
the  supervisory  committee.  The  supervisory  committee  shall 
cause  the  passbooks  and  accounts  of  the  members  to  be 
verified  with  the  records  of  the  treasurer  from  time  to  time, 
and  not  less  frequently  than  once  every  two  years.  As  used 
in  this  section,  the  term  ‘passbook’  shall  include  any  book, 
statement  of  account,  or  other  record  approved  by  the  Di¬ 
rector  for  use  by  Federal  credit  unions. 

“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the 
bylaws  and  20  per  centum  of  the  net  earnings  of  each  year, 
before  the  declaration  of  anv  dividends,  shall  he  set  aside  as 
a  regular  reserve  against  losses  on  bad  loans  and  such  other 
losses  as  may  .be  specified  in  the  bylaws  in  accordance  with 
regulations  prescribed  under  this  Act:  Provided,  however, 
That  when  the  regular  reserve  thus  established  shall  equal  10 
per  centum  of  the  total  amount  of  members’  shareholdings, 
no  further  transfer  of  net  earnings!  to  such  regular  reserve 
shall  he  required  except  that  such  amounts  not  in  excess  of 
20  per  centum  of  the  net  earnings  as  may  be  needed  to  main¬ 
tain  this  10  per  centum  ratio  shall  continue  to  be  transferred. 
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In  addition  to  such  regular  reserve,  special  reserves  to  pro¬ 
tect  the  interests  of  members  shall  be  established  when 
required  (a)  by  regulation,  or  (b)  in  any  special  case,  when 
found  by  the  Director  to  be  necessary  for  that  purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may 
provide  and  after  provision  for  the  required  reserves,  the 
board  of  directors  may  declare  a  dividend  to  be  paid  from 
the  remaining  net  earnings.  Such  dividend  shall  be  paid  on 
all  paid-up  shares  outstanding  at  the  end  of  the  period  for 
which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  dividend  period  and  are  outstanding  at 
the  close  of  the  period  shall  be  entitled  to  a  proportional  part 
of  such  dividend.  Dividend  credit  for  a  month  may  be 
accrued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  five  days  of  that  month. 

\“expulsion  and  withdrawal 

\  V 

,  \ 

\ 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds 
vote  of  the  members  of  a  Federal  credit  union  present  at  a 
special  meeting  called  for  the  purpose,  but  only  after  an 
opportunity  has  been  given  to  him  to  be  heard  and  subject 
to  review  by  the  Director,  if  such  review  is  requested  by  the 
member  within  thirty  days.  Withdrawal  or  expulsion  of  a 
member  shall  not  operate  to  relieve  him  from  liability  to  the 
Federal  credit  union.  The  amount  to  be  paid  a  withdrawing 
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or  expelled  member  by  a  Federal  credit  union  shall  be  de¬ 
termined  and  paid  in  the  manner  specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor 
or  in  trust,  subject  to  such  conditions  as  may  be  prescribed 
by  the  bylaws.  When  shares  are  issued  in  trust,  the  name 
of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  powers  of  director 
“Sec.  21.  (a)  The  Director  may  prescribe  rules  and 
regulations  for  the  administration  of  this  Act,  including, 
but  not  by  way  of  limitation,  the  merger,  consolidation, 
and/or  dissolution  of  corporations  organized  under  this  Act. 

“(b)  (1)  The  Director  may  suspend  or  revoke  the 
charter  of  any  Federal  credit  union,  or  place  the  same  in 
involuntary  liquidation  and  appoint  a  liquidating  agent  there¬ 
for,  upon  his  finding  that  the  organization  is  bankrupt  or 
insolvent,  or  has  violated  any  provisions  of  its  charter,  its 
bylaws,  this  Act,  or  any  regulations  issued  thereunder. 

“(2)  The  Director,  through  such  persons  as  he  shall 
designate,  may  examine  any  Federal  credit  union  in  volun¬ 
tary  liquidation  and,  upon  his  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  termi¬ 
nate  such  voluntary  liquidation  and  place  such  organization 
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in  involuntary  liquidation  and  appoint  a  liquidating  agent 
therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  au¬ 
thority,  subject  to  the  control  and  supervision  of  the  Director 
and  under  such  rules  and  regulations  as  the  Director  may 
prescribe,  (i)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the 
Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  liquidation,  and 
defend  such  actions  as  may  be  brought  against  him  as 
liquidating  agent  or  against  the  Federal  credit  union;  (ii) 
to  receive,  examine,  and  pass  upon  all  claims  against  the 
Federal  credit  union  in  liquidation,  including  claims  of  mem¬ 
bers  on  shares;  (iii)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and 
(iv)  to  execute  such  documents  and  papers  and  to  do  such 
other  acts  and  things  which  he  may  deem  necessary  or 
desirable  to  discharge  his  duties  hereunder. 

“(4)  Subject  to  the  control  and  supervision  of  the 
Director  and  under  such  rules  and  regulations  as  the  Director 
may  prescribe,  the  liquidating  agent  of  a  Federal  credit 
union  in  involuntary  liquidation  shall  (i)  cause  notice  to 


22 


1  be  given  to  creditors  and  members  to  present  their  claims 

2  and  make  legal  proof  thereof,  which  notice  shall  be  published 

3  once  a  week  in  each  of  three  successive  weeks  in  a  news- 

4  paper  of  general  circulation  in  each  county  in  which  the 

5  Federal  credit  union  in  liquidation  maintained  an  office  or 

6  branch  for  the  transaction  of  business  on  the  date  it  ceased 

7  unrestricted  operations:  Provided ,  That  whenever  the  aggre- 

8  gate  book  value  of  the  assets  and  property  of  a  Federal 

9  credit  union  in  involuntary  liquidation  is  less  than  $1,000, 

10  unless  the  Director  shall  find  that  its  books  and  records  do 

11  not  contain  a  true  and  accurate  record  of  its  liabilities,  he 

12  shall  declare  such  Federal  credit  union  in  liquidation  to  be 

13  a  ‘no  publication’  liquidation,  and  publication  of  notice  to 

14  creditors  and  members  shall  not  be  required  in  such  case; 

15  (ii)  from  time  to  time,  make  a  ratable  dividend  on  all  such 

16  claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi- 

17  cated  in  a  court  of  competent  jurisdiction  and,  after  the 

18  assets  of  such  organization  have  been  liquidated,  shall  make 

19  further  dividends  on  all  claims  previously  proved  or  adjudi- 

20  cated;  and  the  liquidating  agent  may  accept  in  lieu  of  a 

21  formal  proof  of  claim  on  behalf  of  any  creditor  or  member 

22  the  statement  of  any  amount  due  to  such  creditor  or  member 

23  as  shown  on  the  books  and  records  of  the  credit  union: 

24  Provided  further ,  That  all  claims  not  filed  before  payment 
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of  the  final  dividend  shall  be  barred  and  claims  rejected  or 
disallowed  by  the  liquidating  agent  shall  be  likewise  barred 
unless  suit  be  instituted  thereon  within  three  months  after 
notice  of  rejection  or  disallowance;  (iii)  in  a  ‘no  publication’ 
liquidation,  determine  from  all  sources  available  to  him, 
and  within  the  limits  of  available  funds  of  the  Federal  credit 
union,  the  amounts  due  to  creditors  and  members,  and  after 
sixty  days  shall  have  elapsed  from  the  date  of  his  appoint¬ 
ment,  shall  distribute  the  funds  of  the  Federal  credit  union 
to  creditors  and  members  ratably  and  as  their  interests  may 
appear. 

“  (5)  Upon  certification  by  the  liquidating  agent  in  the 
case  of  an  involuntary  liquidation  and  upon  such  proof  as 

v  ,< 

shall  be  satisfactory  to  the  Director  in  the  case  of  a  volun- 
tary  liquidation  that  distribution  has  been  made  and  that 
liquidation  has  been  completed,  as  provided  herein,  the 
Director  shall  cancel  the  charter  of  such  Federal  credit 
union:  Provided,  That  the  corporate  existence  of  the  Fed¬ 
eral  credit  union  shall  continue  for  a  period  of  three  years 
from  the  date  of  such  cancellation  of  its  charter,  during  which 
period  the  liquidating  agent,  or  his  duly  appointed  successor, 
or  such  persons  as  the  Director  shall  designate,  may  act 
on  behalf  of  the  Federal  credit  union  for  the  purpose  of 
paying,  satisfying,  and  discharging  any  existing  liabilities 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 


24 


or  obligations,  collecting  and  distributing  its  assets,  and  doing 
all  other  acts  required  to  adjust  and  wind  up  its  business 
and  affairs,  and  it  may  sue  and  be  sued  in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date 
of  cancellation  of  the  charter  of  a  Federal  credit  union  the 
Director  may,  in  his  discretion,  destroy  any  or  all  books  and 
records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  any  and  all  duties 
vested  in  him  hereby,  through  such  persons  as  he  shall  desig¬ 
nate  or  employ;  and  he  may  delegate  to  any  person  or  per¬ 
sons,  including  any  institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance  and  discharge 
of  any  authority,  power,  or  function  vested  in  him  by  this 
Act. 

“(e)  All  books  and  records  of  Federal  credit  unions 
shall  be  kept  and  reports  shall  be  made  in  accordance  with 
forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations 
and  to  conduct  researches  and  studies  of  the  problems  of 
persons  of  small  means  in  obtaining  credit  at  reasonable 
rates  of  interest,  and  of  the  methods  and  benefits  of  co- 
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operative  saving  and  lending  among  sueh  persons.  He  is 
further  authorized  to  make  reports  of  such  investigations 
and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  author¬ 
ized,  when  designated  for  the  purpose  by  the  Director,  to 
administer  oaths  and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and 
directed  to  require  that  every  person  appointed  or  elected 
by  any  Federal  credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or  other  personal 
property  owned  by  a  Federal  credit  union  or  in  its  custody 
or  control  as  collateral  or  otherwise,  to  give  bond  in  a 
corporate  surety  company  holding  a  certificate  of  authority 
from  the  Secretary  of  the  Treasury  under  the  Act  of  Con¬ 
gress  approved  July  30,  1947  (6  U.S.C.  6-13),  as  an 
acceptable  surety  on  Federal  bonds.  Any  such  bond  or 
bonds  shall  be  in  a  form  approved  by  the  Director  with  a 
view  to  providing  surety  coverage  to  the  Federal  credit 
union  with  reference  to  loss  by  reason  of  acts  of  fraud  or 
dishonesty  including  forgery,  theft,  embezzlement,  wrongful 
abstraction,  or  misapplication  on  the  part  of  the  person, 
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directly  or  through  connivance  with  others,  and  such  other 
surety  coverages  as  the  Director  may  determine  to  be 
reasonably  appropriate  or  as  elsewhere  required  by  this  Act. 
Any  such  bond  or  bonds  shall  be  in  such  an  amount  in 
relation  to  the  money  or  other  personal  property  involved 
or  in  relation  to  the  assets  of  the  Federal  credit  union  as  the 
Director  may  from  time  to  time  prescribe  by  regulation  for 
the  purpose  of  requiring  reasonable  coverage.  In  lieu  of 
individual  bonds  the  Director  may  approve  the  use  of  a 
form  of  schedule  or  blanket  bond  which  covers  all  of  the 
officers  and  employees  of  a  Federal  credit  union  whose 
duties  include  the  receipt,  payment,  or  custody  of  money  or 
other  personal  property  for  or  on  behalf  of  the  Federal  credit 
union.  The  Director  may  also  approve  the  use  of  a  form 
of  excess  coverage  bond  whereby  a  Federal  credit  union 
may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 

“(i)  In  every  case  of  an  adjudication  by  the  Director 
under  this  Act,  determination  shall  be  made  on  the  record 
after  giving  the  opportunity  for  a  hearing  to  all  persons  and 
credit  unions  who  may  be  directly  affected  by  any  order  that 
may  be  issued  as  a  result  of  such  adjudication.  The  words 
‘adjudication’  and  ‘order’  as  used  herein  shall  have  the 
meanings  specified  in  the  Administrative  Procedure  Act. 
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“fiscal  agents  and  depositories 
“Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall 
act  as  fiscal  agent  of  the  United  States  and  shall  perform 
such  services  as  the  Secretary  of  the  Treasury  may  require  in 
connection  with  the  collection  of  taxes  and  other  obligations 
due  the  United  States  and  the  lending,  borrowing,  and  re¬ 
payment  of  money  by  the  United  States,  including  the  issue, 
sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United 
States;  and  to  facilitate  such  purposes  the  Director  shall  fur¬ 
nish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
names  and  addresses  of  all  Federal  credit  unions  with  such 
other  available  information  concerning  them  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Treasury.  Any  Federal 
credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury  shall  be  a  de¬ 
pository  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  here¬ 
under,  their  property,  their  franchises,  capital,  reserves,  sur¬ 
pluses,  and  other  funds,  and  their  income  shall  be  exempt 
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from  all  taxation  now  or  hereafter  imposed  by  the  United 
States  or  by  any  State,  Territorial,  or  local  taxing  authority; 
except  that  any  real  property  and  any  tangible  personal 
property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed.  Nothing  herein 
contained  shall  prevent  holdings  in  any  Federal  credit  union 
organized  hereunder  from  being  included  in  the  valuation  of 
the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political 
subdivision  thereof  in  which  the  Federal  credit  union  is 
located:  Provided,  however,  That  the  duty  or  burden  of 
collecting  or  enforcing  the  payment  of  such  tax  shall  not 
be  imposed  upon  any  such  Federal  credit  union  and  the  tax 
shall  not  exceed  the  rate  of  taxes  imposed  upon  holdings  in 
domestic  credit  unions. 

“PARTIAL  INVALIDITY ;  RIGHT  TO  AMEND 

“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  ap¬ 
plication  thereof  to  anv  person  or  circumstance,  is  held  in¬ 
valid,  the  remainder  of  the  Act,  and  the  application  of  such 
provisions  to  other  persons  or  circumstances,  shall  not  be 
affected  thereby. 

“  (h)  The  right  to  alter,  amend,  or  repeal  this  Act  or 
any  part  thereof,  or  anv  charter  issued  pursuant  to  the  pro¬ 
visions  of  this  Act,  is  expressly  reserved. 
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“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit  union  or¬ 
ganized  under  State  law  or  by  any  Federal  credit  union 
organized  in  accordance  with  the  terms  of  this  Act,  at  least 
95  per  centum  of  the  membership  of  which  is  composed  of 
persons  who  either  are  presently  Federal  employees  or  are 
retired  Federal  employees  and  members  of  their  families, 
which  application  shall  be  addressed  to  the  officer  or  agency 
of  the  United  States  charged  with  the  allotment  of  space  in 
the  Federal  buildings  in  the  community  or  district  in  which 
said  credit  union  or  Federal  credit  union  does  business,  such 
officer  or  agency  may  in  his  or  its  discretion  allot  space  to 
such  credit  union  if  space  is  available  without  charge  for 
rent  or  services. 

“CONVERSION  FROM  FEDERAL  TO  STATE  CREDIT  UNION  AND 
FROM  STATE  TO  FEDERAL  CREDIT  UNION 

“Sec.  26.  (a)  Conversion  From  Federal  to  State 
Credit  Union. — A  Federal  credit  union  may  be  converted 
into  a  ‘State  credit  union’  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  the  several 
possessions  of  the  United  States,  the  Panama  Canal  Zone, 
or  the  Commonwealth  of  Puerto  Rico,  by  complying  with 
the  following  requirements: 

“  ( 1 )  The  proposition  for  such  conversion  shall  first  be 
approved  by  a  majority  of  the  directors  of  the  Federal  credit 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


union.  The  proposition  then  shall  be  submitted  to  a  meeting 
of  its  members,  the  notice  of  which  shall  be  in  writing  and 
shall  be  delivered  in  person  to  each  member,  or  shall  be 
mailed  to  each  member  at  the  address  for  such  member 
appearing  on  the  records  of  the  credit  union,  not  more  than 
thirty  nor  less  than  seven  days  prior  to  the  time  of  the 
meeting.  Approval  of  the  proposition  for  conversion  shall  be 
by  the  affirmative  vote  of  not  less  than  two-thirds  of  the 
members  present  and  voting  at  the  meeting. 

“(2)  A  copy  of  the  minutes  of  such  meeting,  verified 
by  the  affidavits  of  the  president  or  vice  president  and  the 
secretary  of  the  meeting,  shall  be  filed  with  the  Bureau 
within  ten  days  after  the  meeting. 

“(3)  Promptly  after  the  adjournment  of  such  meeting 
of  the  members,  and  in  no  event  later  than  ninety  days  after 
such  meeting,  the  credit  union  shall  take  such  action  as 
may  be  necessary  under  the  applicable  State  law  to  make 
it  a  State  credit  union,  and  within  ten  days  after  receipt  of 
the  State  credit  union  charter  there  shall  be  filed  with  the 
Bureau  a  copy  of  the  charter  thus  issued.  Upon  such  filing 
the  credit  union  shall  cease  to  be  a  Federal  credit  union. 

‘  (4)  l  pon  ceasing  to  be  a  Federal  credit  union,  such 
credit  union  shall  no  longer  be  subject  to  any  of  the  pro¬ 
visions  of  this  Act.  The  successor  State  credit  union  shall 
be  vested  with  all  of  the  assets  and  shall  continue  respon- 
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sible  for  all  of  the  obligations  of  the  Federal  credit  union 
to  the  same  extent  as  though  the  conversion  had  not  taken 
place. 

“(b)  Conversion  From  State  to  Federal  Credit 
Fnion. — A  ‘State  credit  union’,  organized  under  the  laws 
of  any  State,  the  District  of  Columbia,  the  several  Territories 
and  the  several  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  may 
he  converted  into  a  Federal  credit  union  by:  (1)  Comply¬ 
ing  with  all  State  requirements  requisite  to  enabling  it  to 
convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union;  (2)  filing  with  the  Bureau  proof  of  such 
compliance,  satisfactory  to  the  Director;  and  (3)  filing 
with  the  Bureau  an  organization  certificate  as  required  by 
this  Act. 

“When  the  Director  has  been  satisfied  that  all  of  such 
requirements  have  been  complied  with,  the  Director  shall 
approve  the  organization  certificate.  Upon  such  approval, 
the  State  credit  union  shall  become  a  Federal  credit  union 
as  of  the  date  it  ceases  to  be  a  State  credit  union.  The  Fed¬ 
eral  credit  union  shall  be  vested  with  all  of  the  assets  and 
shall  continue  responsible  for  all  the  obligations  of  the 
State  credit  union  to  the  same  extent  as  though  the  conver¬ 
sion  had  not  taken  place. 
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“robbery  and  incidental  crimes  against  federal 

CREDIT  UNIONS 

“Sec.  27.  Section  2113  of  title  18  of  the  United  States 
Code  is  hereby  made  applicable  to  robbery  and  other  crimes 
against  Federal  credit  unions  by  amending  subsection  (g) 
of  said  section  by  inserting  before  the  period  at  the  end 
thereof  \  and  any  “Federal  credit  union”  as  defined  in  sec¬ 
tion  2  of  the  Federal  Credit  Union  Act’. 

“territorial  applicability  of  act 
“Sec.  28.  The  provisions  of  this  Act  shall  apply  to  the 
several  States,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  the  several  possessions  of  the  United  States,  the 
Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto 
Pico.” 
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IN'  THE  SENATE  OF  THE  UNITED  STATES 

April  23, 1959 

Mr.  Sparkman  introduced  the  following  bill ;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta - 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  (a)  section  2  of  the  Federal  Credit  Union  Act  (12 

4  U.S.C.  1752)  is  amended  to  read  as  follows: 

5  “definitions 

6  “Sec.  2.  As  used  in  this  Act — 

7  “(1)  The  term  ‘Federal  credit  union’  means  a  co- 

8  operative  association  organized  in  accordance  with  the  pro- 

9  visions  of  this  Act  for  the  purpose  of  promoting  thrift  among 

10  its  members  and  creating  a  source  of  credit  for  provident 

11  or  productive  purposes,  and  includes  a  cooperative  associa- 

12  tion  (hereinafter  called  a  ‘Federal  central  credit  union’) 
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whose  members  are  Federal  credit  unions  and  credit  unions 
organized  in  accordance  with  the  provisions  of  law  of  any 
State,  the  District  of  Columbia,  the  several  Territories  and 
possessions  of  the  United  States,  the  Panama  Canal  Zone, 
or  the  Commonwealth  of  Puerto  Eico,  and  located  within 
a  well-defined  geographical  area,  and  whose  members  may 
also  be  directors  and  members  of  the  supervisory  and  credit 
committees  of  such  credit  unions ; 

“(2)  The  term  ‘Bureau’  means  the  Bureau  of  Federal 
Credit  Unions; 

“(3)  The  term  ‘Director’  means  the  Director  of  the 
Bureau  of  Federal  Credit  Unions.” 

(b)  The  first  sentence  of  section  3  of  such  Act  (12 
U.S.C.  1753)  is  amended  by  striking  out  “natural”. 

(c)  Section  7  (7)  of  such  Act  (12  U.S.C.  1757  (7)  ) 

is  amended  by  striking  out  “or”  after  “  (d)  ”,  and  by  striking 
out  the  final  period  and  inserting  in  lieu  thereof  the  follow¬ 
ing:  or  (e)  in  shares  of  Federal  central  credit  unions 

and  in  shares  or  accounts  of  other  central  credit  unions. 
Payments  to,  and  withdrawals  from,  such  central  credit 
unions  by  a  Federal  credit  union  must  be  specifically  author¬ 
ized  by  the  board  of  directors  of  such  Federal  credit  union.” 

(d)  Section  9  of  such  Act  (12  U.S.C.  1759)  is 
amended — 

(1)  by  inserting  after  “except  that”  in  the  first 
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sentence  the  following:  “,  other  than  as  provided  in 
section  2(1)  with  respect  to  Federal  central  credit 
unions,”;  and 

(2)  by  inserting  immediately  after  the  first  sen¬ 
tence  the  following  new  sentence:  “A  Federal  credit 
union  may,  by  authorization  of  its  board  of  directors, 
become  a  subscriber  to,  or  organizer  or  member  of,  a 
Federal  central  credit  union  or  other  central  credit 
union.” 

(e)  Section  10  of  such  Act  (12  U.S.C.  1760)  is 
amended  by  adding  at  the  end  thereof  the  following  new 
sentences:  “Federal  credit  unions  having  membership  in  a 
central  credit  union  may  be  represented  at  annual  or  special 
meetings  of  the  central  credit  union  by  one  member  duly 
authorized  by  the  hoard  of  directors  of  the  member  Federal 
credit  union.  To  the  extent  permitted  by  the  articles  or 
certificate  of  incorporation  or  bylaws  of  the  central  credit 
union,  such  representative  shall  have  one  vote  and  shall  be 
eligible  for  office  in  the  central  credit  union  the  same  as 
though  he  were  a  member  as  an  individual  of  such  credit 
union.” 

(f)  The  next  to  last  sentence  of  section  11  (d)  of  such 
Act  (12  U.S.C.  1761  (d)  )  is  amended  by  inserting  “,  except 
in  the  case  of  a  loan  by  a  Federal  central  credit  union  to  a 
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member  credit  union/’  after  “No  loan  shall  be  made  to  any 
member”. 

Sec.  2.  Section  7  (5)  of  the  Federal  Credit  Union  Act 
(12  U.S.O.  1757  (5)  )  is  amended  by  striking  out  “matu¬ 
rities  not  exceeding  three  years”  and  inserting  in  lieu  thereof 
“maturities  not  exceeding  five  years”. 

Sec.  3.  (a)  The  proviso  in  the  first  sentence  of  section 
7(5)  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1757 
(5)  )  is  amended  to  read  as  follows:  Provided,  That  no 

loans  to  a  director  or  member  of  the  supervisory  or  credit 
committee  shall  exceed  the  amoimt  of  his  holdings  in  the 
Federal  credit  union  as  represented  by  shares  thereof  plus 
the  total  unencumbered  and  unpledged  shareholdings  in  the 
Federal  credit  union  of  any  member  pledged  as  security 
for  the  obligation  of  such  director  or  committee  member”. 

(b)  The  second  sentence  of  such  section  7  (5)  is 
amended  to  read  as  follows:  “No  director  or  member  of 
the  supervisory  or  credit  committee  shall  endorse  for 
borrowers.” 

Sec.  4.  Section  7  of  the  Federal  Credit  Union  Act 
(12  U.S.C.  1757)  is  further  amended  by  redesignating 
paragraph  (12)  as  paragraph  (13),  and  by  adding  after 
paragraph  (11)  the  following  new  paragraph: 

“(12)  To  charge  members  and  individuals  eligible  to 
become  members  a  reasonable  fee  for  cashing  or  selling 
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checks,  not  to  exceed  the  direct  and  indirect  costs  incident  to 
providing  such  service/’ 

Sec.  5.  (a)  Section  11  (a)  (except  the  heading)  of  the 
Federal  Credit  Union  Act  (12U.S.C.  1761(a))  is 

amended  to  read  as  follows: 

“  (a)  The  business  affairs  of  a  Federal  credit  union  shall 
be  managed  by  a  board  of  not  less  than  five  directors,  and 
a  credit  committee  of  not  less  than  three  members,  all  to  be 
elected  at  the  annual  members’  meeting  by  and  from  the 
members  ( which,  in  the  case  of  Federal  central  credit  unions, 
shall  be  deemed  to  include  the  duly  authorized  representa¬ 
tives  of  the  member  credit  unions) ,  and  by  a  supervisory 
committee  of  three  jnembers,  one  of  whom  may  be  a  direc¬ 
tor  other  than  the  treasurer,  to  be  appointed  by  the  president 
from  the  membership  promptly  following  the  annual  meet¬ 
ing.  subject  to  ratification  by  the  board  at  its  next  meeting. 
If  the  board  fails  to  ratify  the  appointment  of  any  member 
of  the  supervisory  committee,  the  term  of  such  member  shall 
thereupon  cease,  and  the  president  shall  immediately  appoint 
a  replacement,  subject  to  ratification  by  the  board  at  its  next 
succeeding  meeting.  Any  vacancy  occurring  in  the  super¬ 
visory  committee  shall  be  filled  in  the  same  manner  as  orig¬ 
inal  appointments  to  such  committee.  All  members  of  the 
board  and  of  such  committees  shall  hold  office  for  such  terms, 
respective^,  as  the  bylaws  may  provide,  A  record  of  the 
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1  names  and  addresses  of  the  members  of  the  board  and  such 

2  committees  and  officers  shall  be  filed  with  the  Bureau  within 

3  ten  days  after  their  election  or  appointment.  No  member  of 

4  the  board  or  of  either  such  committee  shall,  as  such,  he 

5  compensated.” 

6  (b)  Section  11  (e)  of  such  Act  (12  U.S.C.  1761  (e)  ) 

7  is  amended  by  striking  out  the  second  sentence  and  insert- 

8  ing  in  lieu  thereof  the  following:  “Any  and  all  members 

9  of  the  supervisory  committee  may  be  suspended  by  the 

10  president  subject  to  the  approval  of  the  board  of  directors, 

11  or  by  the  board  of  directors  subject  to  the  approval  of  the 

12  members.  In  the  latter  case,  a  members’  meeting  to  act 

13  upon  such  suspension  shall  be  held  within  seven  days  thereof. 

14  The  board  of  directors  or  the  members,  as  the  case  may  be, 

15  shall  decide  whether  the  suspended  committee  member  shall 

16  be  removed  from  or  restored  to  the  supervisory  committee.” 

17  Sec.  6.  Section  11(b)  of  the  Federal  Credit  Union 

18  Act  (12  U.S.C.  1761  (b)  )  is  amended  by  striking  out  the 

19  first  two  sentences  and  inserting  in  lieu  thereof  the  follow- 

20  ing :  ‘  ‘At  their  first  meeting  after  the  annual  meeting  of  the 

21  members,  the  directors  shall  elect  from  their  number  a  presi- 

22  dent,  one  or  more  vice  presidents,  a  secretary,  and  a  treas- 

23  urer,  who  shall  be  the  executive  officers  of  the  corporation. 

24  No  executive  officer,  except  the  treasurer,  shall  be  com- 
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1  pensated  as  such.  The  offices  of  secretary  and  treasurer  may 

2  be  held  by  the  same  person.” 

3  Sec.  7.  (a)  Section  11  (c)  of  the  Federal  Credit  Union 

4  Act  (12  U.S.C.  1761  (c)  )  is  amended  by  striking  out  “they 

5  shall  act  upon  applications  for  membership”  and  inserting  in 

6  lieu  thereof  the  following:  ‘They  shall  act  upon  applications 

7  for  membership  directly  or  shall  appoint  from  among  the 

8  members  of  the  credit  union  (other  than  the  treasurer  or 

9  an  assistant  treasurer)  a  membership  chairman  who  shall 

10  be  authorized  to  act  upon  such  applications  for  membership 

11  as  the  board  may  prescribe  and  who  shall  submit  to  the 

12  board  at  each  monthly  meeting  a  list  of  applications  for 

13  membership  received  since  the  previous  monthly  meeting, 
H  together  with  such  other  information  as  may  be  required 

15  by  the  bylaws  or  the  board”. 

16  (b)  Section  11  (c)  of  such  Act  is  further  amended  by 
11  striking  out  “and,  subject”  and  inserting  in  lieu  thereof 
1®  “subject”,  and  by  inserting  before  the  period  at  the  end 
19  thereof  the  following:  “;  and  provide  for  compensation  of 
29  necessary  clerical  and  auditing  assistance  requested  by  the 

21  supervisory  committee,  and  of  loan  officers  appointed  by  the 

22  credit  committee”. 

2°  Sec.  8.  (a)  Section  11  (d)  of  the  Federal  Credit  Union 
21  Act  (12  U.S.C.  1761  (d)  )  is  amended  by  striking  out  the 
25  second  sentence  and  inserting  in  lieu  thereof  the  following: 
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“No  loan  shall  be  made  unless  approved  by  a  majority 
of  the  entire  committee  and  by  all  members  of  the  com¬ 
mittee  who  are  present  at  the  meeting  at  which  the  applica¬ 
tion  is  considered:  Provided,  That  the  credit  committee 
ma}7  appoint  one  or  more  loan  officers,  and  delegate  to  him 
or  them  powers  to  approve  loans  up  to  the  unsecured  limit 
or  in  excess  of  such  limit  if  such  excess  is  fully  secured  b}7 
unpledged  shares.  Each  loan  officer  shall  furnish  to  the 
credit  committee  a  record  of  each  loan  approved  or  not 
approved  by  him  within  seven  days  of  the  date  of  the  filing 
of  the  application  therefor.  All  loans  not  approved  by  a  loan 
officer  shall  be  acted  upon  by  the  credit  committee.  No  loan 
officer,  including  the  treasurer  or  any  assistant  treasurer, 
shall  have  authority  to  disburse  funds  of  the  Federal  credit 
union  for  any  loan  which  has  been  approved  by  him.  Not 
more  than  one  member  of  the  credit  committee  may  he 
appointed  as  a  loan  officer.” 

(b)  The  first  sentence  of  section  7  (5)  of  such  Act  (12 
U.S.C.  1757  (5)  )  is  amended  by  striking  out  “as  the  credit 
committee  may  approve”  and  inserting  in  lieu  thereof  “as 
the  credit  committee  or  a  loan  officer  may  approve”. 

Sec.  9.  The  next  to  last  sentence  of  section  1 1  (d)  of 
the  Federal  Credit  Union  Act  (12  U.S.C.  1761(d))  is 
amended  by  striking  out  “$400”  each  place  it  appears  and 
inserting  in  lieu  thereof  “$1,000”. 
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1  Sec.  10.  (a)  Section  13  of  the  Federal  Credit  Union 

2  Act  (12  U.S.C.  1763)  is  amended  to  read  as  follows: 

3  “dividends 

4  “Sec.  13.  Annually,  or  semiannually,  as  the  bylaws 

5  may  provide,  and  after  provision  for  the  required  reserves, 

6  the  board  of  directors  may  declare  a  dividend  to  be  paid 

7  from  the  remaining  net  earnings.  Such  dividend  shall  be 

8  paid  on  all  paid-up  shares  outstanding  at  the  end  of  the 

9  period  for  which  the  dividend  is  declared.  Shares  which 
19  become  fully  paid  up  during  such  dividend  period  and  are 

11  outstanding  at  the  close  of  the  period  shall  be  entitled  to  a 

12  proportional  part  of  such  dividend.  Dividend  credit  for  a 

13  month  may  he  accrued  on  shares  which  are  or  become  fully 
11  paid  up  during  the  first  five  days  of  that  month.” 

15  (b)  Section  11  (c)  of  such  Act  (12  U.S.C.  1761  (c)  ) 

19  is  amended  by  striking  out  “recommend  the  declaration  of 
17  dividends 

19  Sec.  11.  Section  16  of  the  Federal  Credit  Union  Act 
19  (12  U.S.C.  1766)  is  amended  by  adding  at  the  end  thereof 

29  the  following  new  subsection: 

21  “(h)  In  every  case  of  an  adjudication  by  the  Director 

22  under  this  Act,  determination  shall  be  made  on  the  record 
29  after  giving  the  opportunity  for  a  hearing  to  all  persons  and 
21  credit  unions  who  may  be  directly  affected  by  any  order 
25  that  may  be  issued  as  a  result  of  such  adjudication.  The 
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words  ‘adjudication’  and  ‘order’  as  used  herein  shall  have 
the  meanings  specified  in  the  Administrative  Procedure 
Act.” 

Sec.  12.  Section  21  of  the  Federal  Credit  Union  Act 
(12  U.S.C.  1771)  is  amended  by  striking  out  “the  member¬ 
ship  of  which  is  composed  exclusively  of  Federal  employees 
and  members  of  their  families”  and  inserting  in  lieu  thereof 
“at  least  95  per  centum  of  the  membership  of  which  is 
composed  of  persons  who  either  are  presently  Federal  em¬ 
ployees  or  are  retired  Federal  employees  and  members  of 
their  families”. 

Sec.  13.  Section  22  of  the  Federal  Credit  Union  Act 
( 12  U.S.C.  1772)  is  amended  to  read  as  follows: 

“tebbitoeial  applicability  of  act 

“Sec.  22.  The  provisions  of  this  Act  shall  apply  to  the 
several  States,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  possessions  of  the  United  States,  the  Panama. 
Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico.” 

Sec.  14.  The  Federal  Credit  Union  Act  is  further 
amended  by  adding  at  the  end  thereof  the  following  new 
section : 

“CONVEBSION  FEOM  FEDEBAL  TO  STATE  CEEDIT  UNION 
AND  FEOM  STATE  TO  FEDEBAL  CBEDIT  UNION 

“Sec.  23.  (a)  Convebsion  Fbom  Fedebal  to 
State  Cbedit  Union. — A  Federal  credit  union  may  be 
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converted  into  a  ‘State  credit  union’  under  the  laws  of  any 
State,  the  District  of  Columbia,  the  several  Territories  and 
possessions  of  the  United  States,  the  Panama  Canal  Zone, 
or  the  Commonwealth  of  Puerto  Pico,  by  complying  with 
the  following  requirements: 

“(1)  The  proposition  for  such  conversion  shall  first  be 
approved  by  a  majority  of  the  directors  of  the  Pederal 
credit  union.  The  proposition  then  shall  be  submitted  to  a 
meeting  of  its  members,  the  notice  of  which  shall  be  in 
writing  and  shall  be  delivered  in  person  to  each  member, 
or  shall  be  mailed  to  each  member  at  the  address  for  such 

r„  - 

member  appearing  on  the  records  of  the  credit  union,  not 
more  than  thirty  nor  less  than  seven  days  prior  to  the  time 
of  the  meeting.  Approval  of  the  proposition  for  conversion 
shall  he  by  the  affirmative  vote  of  not  less  than  two-thirds 
of  the  members  present  and  voting  at  the  meeting. 

“(2)  A  copy  of  the  minutes  of  such  meeting,  verified 
by  the  affidavits  of  the  president  or  vice  president  and  the 
secretary  of  the  meeting,  shall  be  filed  with  the  Bureau 
within  ten  days  after  the  meeting. 

“(3)  Promptly  after  the  adjournment  of  such  meeting 
of  the  members,  and  in  no  event  later  than  ninety  days  after 
such  meeting,  the  credit  union  shall  take  such  action  as 
may  he  necessary  under  the  applicable  State  law  to  make  it 
a  State  credit  union,  and  within  ten  days  after  receipt  of 
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the  State  credit  union  charter  there  shall  be  filed  with  the 
Bureau  a  copy  of  the  charter  thus  issued.  Upon  such  filing 
the  credit  union  shall  cease  to  be  a  Federal  credit  union. 

“  (4)  Upon  ceasing  to  be  a  Federal  credit  union,  such 
credit  union  shall  no  longer  be  subject  to  any  of  the  provi¬ 
sions  of  this  Act.  The  successor  State  credit  union  shall  be 
vested  with  all  of  the  assets  and  shall  continue  responsible 
for  all  of  the  obligations  of  the  Federal  credit  union  to  the 
same  extent  as  though  the  conversion  had  not  taken  place. 

“(b)  Conversion  From  State  to  Federal  Credit 
Union. — A  ‘State  credit  union’  organized  under  the  laws  of 
any  State,  the  District  of  Columbia,  the  several  Territories 
and  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  or  the  Commonwealth  of  Puerto  Bico,  may  be  con¬ 
verted  into  a  Federal  credit  union  by:  (1)  complying  with 
all  State  requirements  requisite  to  enabling  it  to  convert 
to  a  Federal  credit  union  or  to  cease  being  a  State  credit 
union;  (2)  filing  with  the  Bureau  proof  of  such  compli¬ 
ance,  satisfactory  to  the  Director;  and  (3)  filing  with  the 
Bureau  an  organization  certificate  as  required  by  this  Act. 

“When  the  Director  has  been  satisfied  that  all  of  such 
requirements  have  been  complied  with,  the  Director  shall 
approve  the  organization  certificate.  Upon  such  approval, 
the  State  credit  union  shall  become  a  Federal  credit  union 
as  of  the  date  it  ceases  to  be  a  State  credit  union.  The 


13 

1  Federal  credit  union  shall  be  vested  with  all  of  the  assets 

2  and  shall  continue  responsible  for  all  the  obligations  of  the 

3  State  credit  union  to  the  same  extent  as  though  the  con- 

4  version  had  not  taken  place.” 

5  Sec.  15.  Section  2113(g)  of  title  18  of  the  United 

6  States  Code  is  amended  by  inserting  before  the  period  at 

7  the  end  thereof  and  any  ‘Federal  credit  union’  as  defined 

8  in  section  2  of  the  Federal  Credit  Union  Act”. 
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provide  for  the  comprehensive  operation 
of  hydroelectric  power  resources  of  the 
'United  States. 

VThe  bill  is  in  two  sections.  The  first 
section  provides  for  a  number  of  changes 
in  tne  Federal  Power  Act.  It  looks  to 
coordinated  operation  of  federally  owned 
hydroelectric  facilities  with  like  facili¬ 
ties  owned  by  public  or  private  interests. 
Section  2  repeals  subsection  (f)  of  sec¬ 
tion  10  of  trie  Federal  Power  Act  as  well 
as  other  acts  or  parts  of  acts  which  may 
be  in  conflict  wrlsh  the  bill. 

I  hope  that  the  committee  to  which 
the  bill  is  referreaSwill  hold  hearings  at 
which  all  of  the  ramifications  of  the 
measure  will  be  clearly  brought  out  so 
that  the  country  may  know  what  is  in¬ 
volved  in  this  legislation.  Doubtless 
amendments  will  be  suggested  that  will 
further  clarify  the  situationX 

I  ask  unanimous  consent  to  nave  print¬ 
ed  in  the  Record  the  text  of  thXbill,  and 
a  section-by-section  analysis,  iXcpared 
by  me.  \ 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  bill  will  be  received  and  Ap¬ 
propriately  referred;  and,  without  ooy^ 
jection,  the  bill  and  section-by-section 
analysis  will  be  printed  in  the  Record. 

The  bill  (S.  1782)  to  provide  for  the 
comprehensive  operation  of  hydroelec¬ 
tric  power  resources  of  the  United  States, 
and  for  other  purposes,  introduced  by 
Mr.  Murray,  was  received,  read  twice  by 
its  title,  referred  to  the  Committee  on 
Interstate  and  Foreign  Commerce,  and 
ordered  to  be  printed  in  the  Record, 
as  follows: 

Be  it  enacted  by  the  Senate  and  the  1 House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the  fol¬ 
lowing  new  section  be  added  to  the  Federal 
Power  Act: 

"Sec.  31.  (a)  Whenever  any  hydroelectric 
facility  owned  by  the  Federal  Government 
or  by  non-Federal  interests  is  or  will  be 
benefited  as  a  result  of  the  construction, 
operation,  or  maintenance  of  any  water- 
control  facility,  the  parties  owning  or  op¬ 
erating  any  of  such  Federal  or  non-Federal 
facilities  may  enter  into  an  agreement  or 
agreements,  which  shall  be  subject  to  ap¬ 
proval  by  the  Commission,  for  the  coordi¬ 
nated  operation  of  such  facilities  through^ 
regulation  of  reservoir  releases,  and  the  tran/ 
fer,  exchange,  or  sale  of  energy  to  pro\doe 
power  benefits  at  each  party’s  power  Xle- 
velopments  within  the  coordinated  opeimion. 
All  such  agreements  shall  satisfy  aj/d  dis¬ 
charge  any  and  all  obligations,  a / to  the 
parties  to  such  agreements,  whjeh  would 
otherwise  apply  pursuant  to  tbre  terms  of 
subsection  (b)  of  this  section./ 

"(b)  Whenever  the  owneryffr  operator  of 
any  water-control  facility  o/ed  by  the  Fed¬ 
eral  Government  or  by  any  non-Federal  in¬ 
terest  has  assured  the  /ner  or  owners  of 
any  hydroelectric  facility  or  facilities  owned 
by  the  Federal  Gov/iment  or  any  non- 
Federal  interest  thair  it  will  reasonably  co¬ 
ordinate  the  operaUon  of  its  facility  so  as  to 
produce  the  optimum  amount  of  firm  energy 
for  itself  and  &\\  downstream  owners  of 
hydroelectric  facilities,  the  Commission,  after 
notice  to  thefFederal  or  non-Federal  agen¬ 
cies  operating  all  such  facilities,  and  after 
opportunity  for  hearing,  shall  determine  and 
fix  a  reasonable  and  equitable  annual  charge 
which  /hall  be  paid  to  the  owner  of  such 
water/ontrol  facility  and  which  payment 
may  by  agreement  of  the  affected  owners, 
be/ald  in  power,  energy,  money,  or  in  some 
o/ each;  such  annual  charge  to  be  appor¬ 


tioned  among  all  parties  in  proportion  to  the 
additional  amount  of  firm  energy  that  each 
hydroelectric  facility  at  site  of  the  water- 
control  facility  and  downstream  from  the 
water-control  facility  can  produce  as  a  result 
of  coordinated  operation,  including  storage 
releases;  firm  energy  as  used  in  this  section 
means  the  amount  of  energy  a  hydroelectric 
facility  is  capable  of  producing  with  the  full 
release  of  the  stored  water  and  such  coordi¬ 
nation  of  operations,  assuming  streamflows 
of  a  river  basin  equivalent  to  those  experi¬ 
enced  in  the  historical  period  of  streamflows 
producing  the  minimum  amount  of  energy: 
Provided!, 'That  in  the  event  the  Commission 
shall  determine  that,  under  operating  condi¬ 
tions  in  a  particular  river  basin,  the  use  of 
hydroelectric  facilities  is  primarily  for  peak¬ 
ing  service,  or  for  producing  energy  other 
than  firm  energy,  then  the  Commission  shall, 
in  lieu  of  coordinated  operation,  after  notice 
and  opportunity  for  hearing,  in  the  light  of 
all  the  circumstances,  including  all  benefits 
furnished  by  any  facility  to  any  other  facil¬ 
ity,  whether  upstream  or  downstream,  deter¬ 
mine  and  fix  a  reasonable  and  equitable 
annual  charge  to  be  paid  to  the  owner  of 
each  facility  furnishing  such  benefit  by  the 
owner  of  each  facility  receiving  such  bene¬ 
fits:  And  provided  further.  That  in  no  ca/ 
shall  the  resultant  charge  to  any  faciUCy 
exceed  the  value  of  the  benefits  realize/ by 
such  facility.  In  determining  such  a/iual 
xdiarge,  the  Commission  shall  includeyRmong 
ofcher  things,  such  part  of  the  fixedr  annual 
costs  of  the  facility  furnishing  thie  benefit, 
and^of  the  annual  operating  eo/d  mainte- 
nance\cost  of  such  facility  (i/luding  land 
rentals  Xnd  similar  charges)  the  Commis¬ 
sion  maj\deem  equitable,  axa  where  appli¬ 
cable,  the\Commission  s/ll  consider  any 
costs  incunVi  by  the  oWers  of  the  water- 
control  facilrt^  and  ol/iownstream  facili¬ 
ties  for  energXrequiasd  to  maintain  firm 
energy:  Provide^. That  the  annual  charges 
provided  for  in  tha/subsection  (b)  shall  not 
apply  with  respeaeSto  such  of  the  affected 
owners  as  have  ^mtertd  into  and  are  parties 
to  a  valid  and  /Tbsistink  agreement  or  agree¬ 
ments,  subjeac  to  the  provisions  of  subsec¬ 
tion  (a)  ofymis  section,  wa-  the  coordinated 
operation /  their  respectiveGacilities,  reser¬ 
voirs,  or /her  water-control  facilities  referred 
to  in  t/s  subsection.  \ 

“(/The  owner  or  operator Vf  a  water 
control  facility  will  be  considered  to  have 
assured  the  owner  or  owners  of  \  hydro¬ 
electric  facility  or  facilities  that  it  wUl  rea¬ 
sonably  coordinate  the  operations  of  ns  fa¬ 
cility  within  the  meaning  of  subsectionVb) 
of  this  section  if  such  owner  or  operator  fiies 
with  the  Commission  at  any  time  after  thd 
effective  date  of  this  Act  a  commitment 
commencing  at  the  beginning  of  the  follow¬ 
ing  drawdown  period  of  the  water  control 
facility  involved  and  extending  for  a  period 
of  not  less  than  five  years  to  operate  such 
facility  on  a  coordinated  basis  in  accordance 
with  subsection  (b) ;  and  on  the  filing  of 
such  commitment  the  provisions  of  this  sec¬ 
tion  shall  become  binding  upon  all  inter¬ 
ested  parties,  as  of  the  date  of  such  filing 
unless  the  Commission  shall,  within  six 
months  after  the  date  of  such  filing,  after 
notice  and  opportunity  for  hearing,  disap¬ 
prove  the  proposed  coordination;  provided 
further  that  such  commitment  may  be  ex¬ 
tended  for  successive  periods  of  one  year  by 
written  notice  filed  with  the  Commission  at 
least  two  years  prior  to  the  date  on  which 
it  would  otherwise  expire. 

"(d)  In  the  event  that  an  operator  of  a 
water  control  facility  so  operates  as  part  of 
a  coordination  operation  under  subsection 
(b)  of  this  section  in  such  a  manner  as  to 
result  in  a  detriment  to  the  owner  of  a 
hydroelectric  facility,  the  Commission,  after 
notice  and  opportunity  for  hearing,  shall  al¬ 
low  to  the  owner  of  the  hydroelectric  fa¬ 


cility  suffering  the  detriment  such  /set 
charges  assessed  under  subsection  Qt)  of 
this  section  as  the  Commission  shal/ deter¬ 
mine  to  be  equitable,  which  offset/shall  be 
charged  against  the  operator  of  /he  water 
control  facility  and  such  charge /hall  be  in¬ 
cluded  in  the  annual  charge  Jo  be  paid  to 
the  owner  of  the  water  conlrol  facility  by 
the  owners  of  all  hydroele/ric  facilities  in 
the  coordinated  operatio/  In  the  event 
the  operator  of  a  water /mtrol  facility  not 
operating  as  part  of  /coordination  agree¬ 
ment  or  plan  under  subsections  (a)  or  (b) 
of  this  section  so  o/rates  as  to  unlawfully 
interfere  with  theyfiatural  flow  of  the  river 
or  to  interfere  whm  the  storage  releases  of  a 
water  control  facility  upstream  which  have 
been  released  Jin  accordance  with  a  coordi¬ 
nation  agree/ent  or  coordinated  plan  pur¬ 
suant  to  s /section  (a)  or  (b)  of  this  sec¬ 
tion  and  /ch  interference  results  in  a  detri¬ 
ment  to/he  owner  of  a  downstream  hydro- 
electri/acility,  the  Commission,  after  notice 
and  opportunity  for  hearing,  shall  determine 
and/ix  a  reasonable  and  equitable  charge 
whrch  shall  be  paid  to  the  owner  of  such 
/droeiectric  facility  by  the  owner  of  the 
water  control  facility  creating  the  detriment. 

"(e)  Annual  charges  under  subsections  (b) 
and  (d)  of  this  section  may  be  readjusted 
by  the  Commission,  on  its  own  motion  or 
the  motion  of  any  interested  person  or  or¬ 
ganization  and  after  notice  and  opportunity 
for  hearing,  at  any  time  that  changed  con¬ 
ditions  may  so  warrant.  > 

“(f)  All  charges  collected  for  the  benefits' 
provided  by  any  facility  owned  by  the  United 
States  shall  constitute  revenues  of  the  fa¬ 
cility  providing  the  benefit  and  such  reve¬ 
nues  shall  be  disposed  of  in  accordance  with 
any  provisions  of  law  applicable  thereto. 

“(g)  All  parties  affected  by  any  determin¬ 
ation  under  subsection  (b)  or  (d)  of  this 
section  (except  gny  agency  of  the  United 
States)  shall  bear  a  reasonable  share  of  the 
cost  to  the  Commission  of  making  the  de¬ 
termination,  and  all  such  parties  shall  pay 
their  share  of  such  cost,  as  fixed  by  the  Com¬ 
mission,  into  the  Treasury  of  the  United 
States  for  credit  to  miscellaneous  receipts: 
Provided,  That  in  fixing  the  reasonable  share 
of  the  cost  each  party  is  required  to  pay  by 
this  subsection  (g),  the  Commission  shall 
apportion  the  total  cost  among  all  parties, 
including  Federal  agencies  affected,  notwith¬ 
standing  the  fact  that  no  payment  into  the 
Treasury  is  required  to  be  made  by  such  Fed¬ 
eral  agencies. 

“(h)  Appropriations  or  other  funds  avail¬ 
able  for  operation  of  the  facility  concerned 
shall  be  available  to  pay  the  annual  or  other 
charges  or  costs  that  may  be  assessed  against 
^>r  payable  by  the  United  States,  or  any 
agency  thereof,  pursuant  to  the  provisions  of 
tms  section. 

“(W  No  party  receiving  a  notice  under 
subsesiion  (b)  or  (d)  of  this  section  shall 
be  req\jrecl  to  pay  annual  charges  under 
this  section  for  benefits  received  prior  to  the 
effective  o^te  of  this  section  or  be  required 
to  pay  annuel  charges  under  this  section  for 
benefits  received  more  than  5  years  prior  to 
the  date  on  which  the  Commission  gives  no¬ 
tice  to  such  parX?  as  provided  in  subsection 
(b)  or  (d)  hereof  nor  shall  any  party  re¬ 
ceiving  a  notice  under  subsection  (b)  or  (d) 
of  this  section  be  required  to  pay  to  any  non- 
Federal  interest  annual  charges  under  this 
section  if  it  is  paying  ok  is  required  to  pay 
similar  charges  under  State  law.” 

Sec.  2.  Subsection  (f)  oOfection  10  of  the 
Federal  Power  Act  (16  U.sXl.  sec.  803(f)) 
and  all  other  acts  or  parts  onsets  in  con¬ 
flict  with  the  provisions  of  this  aX;  are  hereby 
repealed  and  the  following  subsectwms  of  said 
section  10  are  redesignated  accordingly: 
Provided,  however.  That  nothing  contained 
in  this  act  shall  in  any  manner  affect  any 
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rlgllt  or  obligation  which  vested  or  accrued 
prior 'tn  the  effective  date  of  this  act. 

The\section-by-section  analysis  pre¬ 
sented  by.  Mr.  Murray  is  as  follows: 

Section-!^ -Section  Analysis  op  S.  1782 

For  clarityVthe  changes  are  presented  by 
Federal  Power\£.ct  section  designations. 

SECTlfc^r  1  OF  THE  BILL 

Section  31(a)  atdhorizes  voluntary  agree¬ 
ments  between  various  owners  of  water  con¬ 
trol  facilities  and  hydroelectric  facilities 
when  there  is  a  benefit^  that  is,  or  may  be, 
gained  by  operating  such  various  facilities 
in  a  coordinated  manner.  \The  Federal  Gov¬ 
ernment  as  well,  as  any  other  owners  of  such 
faculties  are  authorized  to  negotiate  such 
operating  agreements.  All  su< 
are  subject  to  approval  by  the 
Commission. 

The  subsection  authorizes  sudh  agree¬ 
ments  to  regulate  reservoir  releases  and 
transfer,  exchange,  or  sell  energy  amcmg  the 
parties  for  the  benefit  of  each  party .  \The 
execution  and  approval  of  such  agreements 
would  excuse  the  parties  from  any  otli^r 
obligation  to  pay  for  headwater  benefits  aa 
required  by  later  sections  of  the  bill.  Such 
agreements  are  purely  voluntary  and  no  one 
can  be  bound  unless  they  agree  to  the  terms 
of  the  contract.  Such  an  agreement  would 
not  excuse  the  obligation  to  make  any  pay¬ 
ment  called  for  under  the  present  section 
10(f)  of  the  Federal  Power  Act  up  to  the  ef¬ 
fective  date  of  the  bill. 

(b)  This  subsection  establishes  the  pro¬ 
cedure  to  be  followed  only  in  the  event  that 
voluntary  agreements  as  authorized  by  sub¬ 
section  (a)  cannot  be  negotiated.  Federal 
and  non-Federal  projects  are  subject  to  its 
terms. 

An  owner  or  operator  of  a  water  control 
facility  (typically,  a  reservoir)  may  declare 
his  intention  to  operate  his  reservoir  in  such 
a  manner  as  to  provide  the  optimum  amount 
of  firm  energy  for  the  group  composed  of 
himself  and  all  downstream  hydroelectric 
facilities.  The  procedure  for  declaring  such 
intention  is  set  out  later  in  the  bill  and 
such  reservoir  owner  is  required  to  file  a  plan 
for  such  method  of  operation.  If  the  op¬ 
erating  plan  is  found  to  be  reasonable,  then 
each  downstream  beneficiary  becomes  ob¬ 
ligated  to  pay  his  equitable  portion  for  the 
benefits  conferred  by  such  reservoir.  If  such 
reservoir  owner  does  not  submit  a  reason¬ 
able  operating  plan  or  does  not  submit  any 
plan  at  all  to  operate  for  the  mutual  bene¬ 
fit  of  the  whole  group,  then  such  resorvoir 
owner  is  not  entitled  to  any  payment  at  all 
for  headwater  benefits. 

Once  a  plan  for  coordinated  operation  is 
found  to  be  reasonable  the  Commission  wil 
determine  a  reasonable  and  equitable  ai 
nual  charge  which  will  be  paid  to  the  reser¬ 
voir  owner  and  will  also  apportion  jnich 
charge  among  all  beneficiaries  in  proportion 
to  the  additional  amount  of  firm  energy  that 
each  beneficiary  can  produce  as  a /result  of 
the  coordinated  operation.  The  /mount  of 
such  annual  charge  to  be  paid  J6 y  a  partic¬ 
ular  beneficiary  is  further  limited-  to  the 
value  of  the  benefits  realized  by  such  fa¬ 
cility.  Thus  the  total  amount  to  be  paid 
to  any  reservoir  owner  is  limited  to  an  equit¬ 
able  portion  of  the  fixed  hosts  and  operating 
costs  of  the  reservoir,  gild  the  amount  that 
will  be  paid  by  a  particular  beneficiary  is 
limited  by  the  value  of  the  benefits  he  re¬ 
ceives.  All  determinations  to  be  made  by  the 
Commission  will  be  made  after  notice  and 
opportunity  for  hearing. 

The  subsection  sets  forth,  without  limi¬ 
tation,  some' of  the  eosts  an  equitable  por¬ 
tion  of  which  will  be  included  in  computing 
the  annual  charge  to  be  paid  to  reservoir 
owners.  The  costs  are  the  fixed  annual 
costs  fit  the  reservoir,  the  annual  operating 
and  maintenance  costs  of  the  reservoir  (in¬ 
cluding  land  rentals  and  similar  charges) 
/ 


and  costs  Incurred  by  reservoir  owners  and 
downstream  owners  for  energy  which  they 
require  to  maintain  the  firm  energy  level  al¬ 
lowed  by  the  coordination  plan. 

A  proviso  in  the  subsection  establishes 
rules  for  the  payment  of  headwater  benefits 
in  the  event  that  hydroelectric  facilities  in  a 
particular  river  basin  are  used  primarily  for 
peaking  service  or  secondary  energy  rather 
than  for  the  production  of  firm  energy.  Un¬ 
der  such  conditions,  coordinated  operation 
will  not  be  a  condition  precedent  to  payment 
for  headwater  benefits;  on  the  contrary,  an 
equitable  charge  will  be  assessed,  based  on 
whatever  benefits  are  conferred.  ' 

Taking  this  proviso  together  with  the 
rest  of  the  subsection,  it  means  as  follows: 
If  coordinated  operation  can  reasonably  pro¬ 
duce  additional  firm  energy,  then  a  reservoir 
owner  must  operate  his  reservoir  in  coordina¬ 
tion  with  downstream  plants  in  order  to 
qualify  himself  to  receive  any  payment  for 
headwater  benefits.  If  the  physical  circum¬ 
stances  in  an  area  indicate  that  the  hydro¬ 
electric  facilities  are  used  primarily  for  a 
purpose  other  than  the  production  of  firm 
energy,  then  the  reservoir  owner  is  entitled 
to  equitable  payments  for  headwater  bene- 
vfits  without  the  necessity  of  coordinating  his 
aeration  with  those  below  him. 

le  subsection  defines  "firm  energy"  as 
thaS;  term  is  used  in  the  bill.  The  subsection 
provides  that  payments  required  by  the  bilk 
may,  ay  agreement  of  the  affected  ownei/ 
be  paid\in  power,  energy,  money,  or  in  /y 
combination  of  those  media. 

(c)  This\subsection  sets  forth  the  Jfroce- 
dure  for  establishing  a  coordination  mn  un¬ 
der  subsection,  (b)  if  negotiations  for  a  vol¬ 
untary  agreement  under  subsecticuf  (a)  have 
failed.  In  orderhto  qualify  hinvrelf  for  any 
payment  under  subsection  (bf  a  reservoir 
owner  or  operator  must  file  a  Commitment  to 
operate  his  storage  fatality  mi  a  coordinated 
basis  with  all  facilities  downstream  from 
him.  The  commitment/vust  be  filed  with 
the  Commission  prior  t f  the  commencement 
of  the  storage  control  per  rod  of  the  water 
control  facility  invoked  ana\it  must  com¬ 
mit  the  reservoir  owner  to  so 'operate  for  a 
period  of  not  lessrthan  5  years.  \Anyone  af¬ 
fected  by  the  coordinated  commitment  may 
object  to  suchA  commitment.  Affected  par¬ 
ties  will  be  /entitled  to  argue,  among  other 
things,  thaf  the  area  does  not  lend  ithelf  to 
ooordina/n  for  firm  power  productiomand 
is  thus  /ithin  the  first  proviso  of  subsectipn 
(b)  oyth&t  the  coordination  plan  to  whi< 
the  cAervoir  owner  seeks  to  commit  himself 
is  unreasonable  in  one  or  more  particulars. 

it  the  Commission  does  not  disapprove  the 
iroposed  coordination  within  6  months  after 
Pthe  date  of  filing  the  commitment,  the  reser¬ 
voir  owner  will  have  satisfied  the  require¬ 
ment  for  assurance  to  downstream  owners 
as  set  forth  in  subsection  (b) .  The  reservoir 
owner  will  thus  have  qualified  himself  to 
receive  payments  for  headwater  benefits  and 
will  have  obligated  himself  to  operate  on  a 
coordinated  basis  in  order  to  produce  the 
optimum  amount  of  firm  energy  that  can  be 
produced  by  the  group  composed  of  the 
reservoir  owner  and  all  downstream  owners. 

(d)  This  subsection  is  composed  of  two 
separate  matters,  each  described  in  a  sen¬ 
tence.  The  first  sentences  relates  to  a  situa¬ 
tion  where  the  owner  of  a  facility  is  a  party 
to,  and  bound  by,  a  coordination  plan  under 
subsection  (b) .  If  such  a  facility  is  operated 
in  a  manner  which  results  in  a  detriment  to 
any  other  facility  within  the  coordination 
plan,  then  the  Commission  shall  allow  to 
the  injured  owner,  an  equitable  offset  against 
the  charges  assessed  to  him  under  subsection 
(b)  and  the  Commission  shall  include  such 
offset  in  computing  the  annual  charge  to  be 
paid  to  the  reservoir  owner  and  apportioned 
among  downstream  parties. 

The  second  sentence  of  the  subsection  re¬ 
lates  to  a  water  control  facility  which  is  not 
part  of  a  coordination  agreement  or  plan 


under  subsection  (a)  or  (b).  If  such  an 
owner  operates  his  facility  so  as  unlawfully  A 
to  interfere  with  the  natural  flow  of  thj 
river  or  to  interfere  with  storage  rele 
which  have  been  released  from  upstream^ in 
accordance  with  a  coordination  agreement 
or  plan  and  if  such  interference  resuUfs  in  a 
detriment  to  a  downstream  facility,  iJfe  Com¬ 
mission,  after  notice  and  opportunity  for 
hearing,  will  fix  a  reasonable  aiyi  equitable 
eharge  to  be  paid  to  the  inju/d  party  by 
the  owner  creating  the  injury/ This  portion 
of  subsection  (d)  allows  thaAommission  to 
determine  and  assess  darfages  caused  by 
interference  with  coordl/ted  operation  or 
with  natural  stream 

(e)  This  subsection/rovides  that  charges 
which  are  establish/  by  the  Commission 
may  be  readjusted  the  Commission  on  its 
own  motion  or  tins  motion  of  any  interested 
party  at  any  time  that  changed  conditions 
so  warrant.  /dice  and  opportunity  for 
hearing  are  Required  for  any  such  readjust¬ 
ment. 

(f )  SuT/ction  (f)  provides  that  sums  col¬ 
lected  the  United  States  under  this  bill 
will  beyfevenues  of  the  facility  providing  the 
bene/  and  be  disposed  of  in  accordance  with 
all  /iplicable  provisions  of  law. 

;)  This  subsection  states  that  all  affected 
Krties  shall  pay  their  reasonable  share  of 
the  Commission’s  costs  in  making  its  deter¬ 
minations  and  that  a  reasonable  portion  of 
such  costs  will  be  allocated  to  the  United 
States  if  it  be  an  affected  party  although 
no  cash  need  be  paid  by  agencies  of  the 
United  States. 

(h)  Subsection  (h)  provides  that  appro¬ 
priations  or  other  funds  which  are  avail¬ 
able  for  the  operation  of  any  affected  Fed¬ 
eral  facility  shall  be  available  to  pay  such 
costs  or  charges  as  may  be  assessed  against 
the  United  States. 

(i)  This  subsection  states  that  no  party 
will  be  required  to  pay  annual  charges  un¬ 
der  section  31  of  the  bill  for  benefits  received 
prior  to  the  effective  date  of  the  section. 
Also,  no  one  would  be  required  to  pay  such 
charges  under  section  31  for  benefits  re¬ 
ceived  more  than  5  years  prior  to  the  date 
on  which  the  Commission  gives  notice  to  a 
party  under  subsections  (b)  or  (d).  Thus, 
the  provisions  of  section  31  do  not  operate 
retroactively.  On  the  other  hand,  the  Com¬ 
mission  and  reservoir  owners  are  encouraged 
to  proceed  as  fast  as  possible  in  making  the 
necessary  determinations  under  the  bill  be¬ 
cause  assessments  will  be  limited  to  the 
period  of  not  more  than  5  years  prior  to  the 

vtime  that  the  Commission  institutes  its  pro¬ 
ceeding. 

This  subsection  also  provides  that  a  party 
is  reused  from  paying  annual  charges  to 
any  'hon-Federal  interest  if  they  are  already 
required  to  pay  similar  charges  under  State 
law.  This  provision  is  intended  to  prevent 
double  assessments  against  owners,  particu¬ 
larly  in  Wisconsin,  who  are  already  subjected 
to  charges  fhf  improvements  maintained  by 
the  State. 

'  SECTION  2 

Section  2  of  thh  bill  repeals  subsection  (f) 
of  section  10  of  toe  Federal  Power  Act  and 
includes  a  general  repealer  of  other  acts  or 
parts  of  acts  which  may  be  in  conflict  with 
the  bill.  However,  thehsection  also  provides 
that  nothing  in  the  bill  shall  excuse  or 
otherwise  affect  any  obligation  which  may 
have  accrued  under  sectioi\lO(f )  or  in  any 
other  manner  prior  to  the  effective  date  of 
Idle  new  law.  Any  obiigatlonVwhich,  as  of 
the  effective  date  of  the  new  law,  has  been 
assessed  or  is  awaiting  computation  and  as¬ 
sessment  under  prior  law  remains  cMlectlble. 


AMENDMENT  OF  FEDERAL  CREDIT 
UNION  ACT 

Mr.  SPARKMAN.  Mr.  President,  I 
introduce  for  appropriate  reference,  a 
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bill  to  amend  the  Federal  Credit  Union 
Act. 

This  bill  includes  a  number  of  changes 
which  have  been  recommended  by  those 
interested  in  the  credit  union  movement. 

I  ask  unanimous  consent  that  a  sum¬ 
mary  of  these  proposed  changes  be 
printed  in  the  Record. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  bill  will  be  received  and  ap¬ 
propriately  referred;  and,  without  ob¬ 
jection,  the  summary  will  be  printed  in 
the  Record. 

The  bill  (S.1786)  to  amend  the  Federal 
Credit  Union  Act,  introduced  by  Mr. 
Sparkman,  was  received,  read  twice  by 
its  title,  and  referred  to  the  Committee . 
on  Banking  and  Currency. 

The  summary  presented  by  Mr.  Spark-  ' 
man  is  as  follows: 

Summary  of  Changes  Proposed  in  Federal 
Credit  Union  Act 

This  bill  would: 

1.  Provide  for  the  chartering  of  Federal 
central  credit  unions  with  a  field  of  member¬ 
ship  of  Federal  and  State  chartered  credit 
unions,  and  directors  and  committee  mem¬ 
bers  of  such  credit  unions  within  a  well- 
defined  geographical  area. 

2.  Increase  loan  maturity  limit  from  3  to 
5  years. 

3.  Increase  signature  loan  limit  from  $400 
to  $1,000. 

4.  Permit  appointment  by  the  credit  com¬ 
mittee  of  one  or  more  loan  officers  to  approve 
loans  up  to  the  unsecured  limit,  or  in  excess 
of  such  limit  if  the  excess  is  fully  secured  by 
unpledged  shares. 

5.  Permit  loans  to  directors  and  committee 
members  up  to  the  amount  of  their  share¬ 
holdings  in  the  credit  union  plus  the  total 
unencumbered  and  unpledged  shareholdings 
in  the  credit  union  of  any  member  pledged 
as  security  for  the  obligation  of  such  director 
or  committee  member. 

6.  Permit  investment  by  Federal  credit 
unions  in  the  shares  of  central  credit  unions. 

7.  Permit  the  charging  of  a  reasonable  fee 
for  the  cashing  or  selling  of  checks. 

8.  Provide  for  appointment  of  the  super¬ 
visory  committee  by  the  president,  one  of 
whom  may  be  a  director  other  than  the 
treasurer;  such  appointment  subject  to  rati¬ 
fication  by  the  hoard. 

9.  Provide  for  one  or  more  vice  presidents. 

10.  Change  position  called  “clerk”  to  that 
of  “secretary.” 

11.  Prohibit  compensation  to  any  director, 
committee  member  or  officer  other  than  the 
treasurer  for  services  rendered  as  such. 

12.  Permit  appointment  by  the  board  of  a 
membership  chairman  to  act  upon  applica¬ 
tions  for  membership  within  limitations  pre¬ 
scribed  by  the  board. 

13.  Authorize  board  to  compensate  neces¬ 
sary  clerical  and  auditing  assistance  (re¬ 
quested  by  the  supervisory  committee)  and 
loan  officers  (appointed  by  the  credit  com¬ 
mittee)  . 

14.  Provide  for  declaration  of  dividends 
by  the  board  of  directors. 

15.  Permit  annual  or  semiannual  dividends 
as  the  bylaws  of  each  credit  union  may  pro¬ 
vide. 

16.  Provide  for  review  of  an  expulsion  of  a 
credit  union  member  (if  requested  by  such 
member)  by  the  Director  of  the  Bureau  of 
Federal  Credit  Unions.1 

17.  Permit  dividend  credit  for  a  month  on 
shares  which  are  or  become  fully  paid  up 
during  the  first  5  days  of  that  month. 

18.  Permit  allocation  of  space  in  Federal 
buildings  to  credit  unions  having  a  mem¬ 
bership  composed  at  least  95  percent  of  per- 


’Not  included  in  H.R.  5777  and  identical 
bills. 


sons  who  are  either  presently  Federal  em¬ 
ployees  or  are  retired  employees  and  members 
of  their  families. 

19.  Expand  act  to  apply  to  the  several 
States,  the  District  of  Columbia,  the  several 
Territories  and  the  several  possessions  of 
the  United  States,  the  Panama  Canal  Zone 
and  the  Commonwealth  of  Puerto  Rico. 

20.  Include  provision  for  conversion  from 
Federal  to  State  charter  and  vice  versa. 

21.  Include  Bureau  of  Federal  Credit 
Unions  under  provisions  of  Administrative 
Procedure  Act. 

22.  Make  robbery  of  a  Federal  credit  union 
a  crime  under  Federal  statute. 

23.  Modify  various  sections  of  the  act  for 
the  purposes  of  modernization  and  clarifica¬ 
tion,  without  making  substantive  changes.1  | 

WORLD  PEACE  THROUGH  WORLD 
LAW 

Mi\  CLARK.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  be  per¬ 
mitted  to  proceed  for  not  more  than  5 
minutes. 

The  ACTING  PRESIDENT  pro  tern-/ 
pore.  Is  there  objection?  The  Cha> 
hears  none,  and  the  Senator  from  Pej 
sylvania  may  proceed. 

Mr.  CLARK.  Mr.  President,  on/ehalf 
of  Senators  Humphrey,  Carroll,  Church, 
Iavits,.  Kefauver,  Kennedy,/ McGee, 
iORSE,  Moss,  NEUBERGER,  /PROXMIRE, 
Symington,  Gruening,  and  myself,  I  sub¬ 
mit  \or  appropriate  referral,  a  concur¬ 
rent  \resolution  providing  for  the 
strengthening  of  the  United  Nations  to 
promote  world  peace  through  world  law. 

Identical  concurrent  resolutions  are 
being  submitted  in/the  House  of  Repre¬ 
sentatives  todaif  by  Representative 
Charles  O.  Potter,  of  Oregon,  and  a 
substantial  number  of  Members  of  the 
other  body  wno  snare  my  concern,  and 
that  of  m/colleaguys  who  are  cospon¬ 
soring  tins  concurrent  resolution,  with 
the  problem  of  advancing  the  cause  of 
world  beace  through  worfii  law  before  the 
delicate  balance  of  terroXis  shattered 
andAve  find  ourselves  embarked  on  world 
war  ni  and  the  destruction  o£  Western 
vilization. 

It  has  been  clear  for  some  tiihe  that 
more  vigorous  efforts  should  be  made  by 
our  Government  and,  indeed,  by  allSthe 
governments  of  the  free  Western  WoN4 
and  of  the  uncommitted  world  as  wen 
to  making  a  start  towards  substituting' 
world  law  for  the  present  reliance  on 
armed  force  which  endangers  world 
peace.  This  movement  has  been  sup¬ 
ported  in  part,  at  least,  in  a  recent  ad¬ 
dress  by  the  Vice  President  of  the  United 
States.  It  also  has  received  the  support 
of  the  American  Bar  Association  and  of 
many  other  civic  organizations. 

I  suggest,  Mr.  President,  that  the  Con¬ 
gress  should  urge  the  executive  arm  of 
our  Government  to  move  forward  at  a 
high  level  with  steps  intended  to  put  the 
United  States  firmly  on  record  in  sup¬ 
port  of  world  peace  through  world  law. 
It  is  clear  that  pious  resolutions  will  not 
do  the  job.  The  practical  way  to  ad¬ 
vance  this  cause  is  through  appropriate 
changes  in  the  United  Nations  Charter. 

The  United  States  supported  a  resolu¬ 
tion  approved  by  the  United  Nations  in 
1955  calling  for  a  “general  conference  to 
review  the  charter  at  an  appropriate 
time.”  A  U.N.  Committee  on  Arrange¬ 


ments  will  meet  in  the  summer  of  1959 
to  determine  whether  to  recommend  to 
the  fall  session  of  the  U.N.  General  As¬ 
sembly  that  a  charter  review  confer¬ 
ence  be  convened. 

I  have  been  informed  that  the  former 
leadership  in  the  State  Department  was 
giving  no  special  consideration  to  the 
substantive  issues  of  charter  review  and 
was  planning  to  tak/a  position  against 
the  calling  of  a  review  conference  at  the 
coming  meeting  Qn  the  U.N.  Committee 
on  Arrangemer 

This  matter/has  already  been  held  in 
abeyance  foiycoo  long  without  construc¬ 
tive  action/  We  must  not  let  pass  the 
opportunity  presented  by  the  meeting  of 
the  U.NyCommittee  to  be  held  this  sum¬ 
mer  t /bring  about  a  start  toward  the 
development  of  a  system  of  world  law. 

e  purpose  of  the  concurrent  resolu- 
tipfi  is  to  express  the  sense  of  the  Con- 
ess  that  the  U.S.  position  in  the  forth- 
toming  meeting  of  the  Committee  on 
Arrangements  for  a  conference  for  the 
purpose  of  reviewing  the  charter  should 
be  that  the  Committee  recommends  to 
the  next  session  of  the  U.N.  General  As¬ 
sembly  that  a  charter  review  conference 
be  held  within  1  year  following  the  action 
of  the  Assembly  on  the  recommendation 
of  the  Committee.  The  concurrent 
resolution  further  requests  the  President 
to  initiate  high  level  studies  in  the  exec¬ 
utive  branch  of  the  Government  to  de¬ 
termine  what  changes  should  be  made 
in  the  Charter  of  the  United  Nations  and 
the  charters  of  other  international  or¬ 
ganizations  to  which  the  United  States 
is  a  party,  to  promote  a  just  and  lasting 
peace  through  the  development  of  en- 
forcible  world  law. 

Mr.  President,  I  feel  confident  this  is  a 
field  in  which  Congress  can  and  should 
take  the  initiative.  I  am  hopeful  that 
the  new  leadership  in  the  State  Depart¬ 
ment  will  look  with  favor  on  this  move. 
For  that  reason  I  submit  the  concurrent 
resolution  to  which  I  have  referred;  and 
I  now  ask  unanimous  consent  to  have  the 
concurrent  resolution  lie  on  the  desk  for 
a  period  of  1  week  in  order  that  other 
Members  of  the  Senate  who  are  in  accord 
with  our  position  may  have  an  oppor¬ 
tunity  to  join  as  cosponsors. 

The  ACTING  PRESIDENT  pro  tem- 
iore.  The  concurrent  resolution  will  be 
:eived  and  appropriately  referred; 
an>L  without  objection,  the  resolution 
willHie  on  the  table  1  week,  as  requested 
by  thXsenator  from  Pennsylvania. 

The  concurrent  resolution  (S.  Con.  Res. 
25) ,  submitted  by  Mr.  Clark  (for  himself 
and  other  Senators) ,  was  referred  to  the 
Committee  \n  Foreign  Relations,  as 
follows: 

Whereas  the  bdeic  purpose  of  the  foreign 
policy  of  the  Unito^i  States  is  to  achieve  a 
just  and  lasting  peacfe  and. 

Whereas  there  can  be  no  such  peace  with¬ 
out  the  development  at,  enforceable  world 
law;  and 

Whereas  peace  does  not  ihsst  on  law  today 
but  on  the  delicate  balance  of\error  of  armed 
force;  and 

Whereas  the  United  Nations  ahd  other  in¬ 
ternational  organizations  constitute  an  im¬ 
portant  influence  for  peace  and  need  to  be 
strengthened  to  achieve  the  rule  of'law  in 
international  relations;  and 
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Whereas  the  United  Nations  General  As¬ 
sembly,.  at  its  tenth  session  resolved  that  “a 
generalNponference  to  review  the  Charter 
shall  be\eld  at  an  appropriate  time”;  and 
appointed*,  "committee  consisting  of  all  the 
members  of  '<the  United  Nations  to  consider, 
in  consultation  with  the  Secretary  General, 
the  question  ohfixing  a  time  and  place  for 
the  conference,  al^d  its  organization  and  pro¬ 
cedures;  ”  and 

Whereas  the  UniVcd  Nations  Geneial  As- 
sembly  at  its  twelfth  session  resolved  “to 
keep  in  being  the  Cfhnmittee  on  Arrange¬ 
ments  for  a  conferenceVfor  the  purpose  of 
reviewing  the  Charter,  *  and  to  request 
the  Committee  to  report,  with  recommenda¬ 
tions,  to  the  General  Assembly  not  later 
than  at  its  fourteenth  sessionV  and 

Whereas  the  said  Committee  i ^scheduled  to 
meet  in  the  summer  of  1959  inNadvance  of 
the  fourteenth  session  of  the  General  As¬ 
sembly  to  be  convened  in  New  Yorloy n  Sep¬ 
tember  of  1959:  Now,  therefore,  be  it 

Resolved,  by  the  Senate  ( the  Hoi^e  of 
Representatives  concurring ) ,  That  it  is>£he 
sense  of  the  Congress  that  the  United  Stasis 
position  at  the  forthcoming  meeting  of  th> 
Committee  on  Arrangements  for  a  conference' 
for  the  purpose  of  reviewing  the  Charter, 
should  be  that  the  Committee  recommends 
to  the  foutreenth  session  of  the  United  Na¬ 
tions  General  Assembly  that  a  charter  re¬ 
view  conference  be  held  within  1  year  fol¬ 
lowing  the  action  of  the  Assembly  on  the 
recommendation  of  the  Committee. 

Sec.  2.  The  President  is  hereby  requested 
to  initiate  high-level  studies  in  the  execu¬ 
tive  branch  of  the  Government  to  determine 
what  changes  should  be  made  in  the  Charter 
of  the  United  Nations,  and  the  charters 
of  other  international  organizations  to  which 
the  United  States  is  a  party,  to  promote  a 
just  and  lasting  peace  through  the  develop¬ 
ment  of  enforceable  world  law.  The  Presi¬ 
dent  is  further  requested  to  report  to  the 
Committee  on  Foreign  Relations  of  the  Sen¬ 
ate  and  the  Committee  on  Foreign  Affairs  of 
the  House  of  Representatives,  within  6 
months  after  the  date  of  approval  of  this 
resolution,  the  results  of  such  studies. 


LABOR-MANAGEMENT  REPORTING 
AND  DISCLOSURE  ACT  OF  1959- 
AMENDMENT 

Mr.  MCCARTHY  submitted  an  amend¬ 
ment,  intended  to  be  proposed  by  him, 
to  the  bill  (S.  1555)  to  provide  for  the 
reporting  and  disclosure  of  certain  fi¬ 
nancial  transactions  and  administrative 
practices  of  labor  organizations  and  em¬ 
ployers,  to  prevent  abuses  in  the  admin¬ 
istration  of  trusteeships  by  labor  organi; 
zations,  to  provide  standards  with  respc 
to  the  election  of  officers  of  labor  org£ 
zations,  and  for  other  purposes,  wnich 
was  ordered  to  lie  on  the  table  anjjr  to  be 
printed. 

PARTICIPATION  IN  STRASBOURG 
CONFERENCE— REFERENCE  OF 

CONCURRENT  RESOLUTION 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  Calendar 
No  196,  Senate  ConcKrrent  Resolution  23, 
authorizing  participation  in  the  Stras¬ 
bourg  Conference,  be  referred  to  the 
Committee  on  Jtules  and  Administration 
for  consideration.  This  request  is  made 
with  the  knowledge  of  the  chairman  of 
the  Foreigjtr  Relations  Committee  and  in 
accordance  with  the  advice  rendered  by 
the  parliamentarian. 

The/ ACTING  PRESIDENT  pro  tem¬ 
pore/^  Without  objection,  it  is  so  ordered. 


ADDRESSES,  EDITORIALS,  ARTI¬ 
CLES,  ETC.,  PRINTED  IN  THE  AP¬ 
PENDIX 

On  request,  and  by  unanimous  consent, 
addresses,  editorials,  articles,  etc.,  were 
ordered  to  be  printed  in  the  Appendix, 
as  follows: 

By  Mr.  CLARK: 

Address  delivered  by  Senator  Symington 
before  Democratic  City  Committee  of  Phila¬ 
delphia,  Pa.,  on  April  21,  1959. 

By  Mr.  BYRD  of  West  Virginia: 

Address  delivered  by  Senator  Yarborough 
at  the  Texas  Classroom  Teachers  Association 
annual  convention  banquet,  Dallas,  Tex., 
April  18,  1959. 

By  Mr.  TALMADGE: 

Statement  by  Gov.  Ernest  Vandiver,  of 
Georgia,  on  April  16,  1959,  before  a  subcom¬ 
mittee  of  the  House  Committee  on  the  Ju¬ 
diciary  in  opposition  to  pending  civil  rights 
proposals. 

By  Mr.  WILEY: 

Release  from  the  Department  of  State 
dated  April  22,  1959,  with  regard  to  the 
Berlin  Medical  Center. 

An  open  letter  to  the  Congress  of  the 
lited  States,  by  the  editors  of  Roads  and 
Streets. 

By  Mr.  KEATING: 

Edftprial  entitled  "Letter  to  Those  Going 
Abroad^*  published  in  the  Genesee  Valley^ 
newspapers  of  recent  date. 

By  \jr.  ENGLE: 

Editorial^m  article  from  the  Sacramrfito 
Bee  of  AprilNll  and  April  15,  1959,  relating 
to  the  Bonne^Ue  power  intertie  heajnngs. 

By  Mr.  mVndT: 

Editorial  entitiad  “The  Blight  of  inflation,” 
published  in  the  vfashington  Dally  News  of 
April  21,  1959. 

By  Mr.  WILLI/^JS  of  Dffcw  Jersey: 

Editorial  entitled  ^Mr.^Cean  a  Good 
Choice,”  published  in  the^sbury  Park,  N.J., 
Evening  Press  of  April  2yi^59. 

By  Mr.  SPARKMJ 

Article  entitled  “Baf  StancTk  Firm  in  Na¬ 
tionwide  Speech,”  ^written  b\  J.  Ronald 
Scruggs,  and  published  in  the  MaSch  21,  1959, 
issue  of  the  Guiufclian,  a  publics  t\cn  of  the 
Second  Battle  Qnoup,  Sixth  InfantrV,  relat¬ 
ing  to  President  .Eisenhower’s  speech  of 
March  16,  JK) 59,  dealing  with  the  l^rlin 
crisis. 

Byjfilr.  JAVITS: 

Repodron  Small  Business  Administration^ 
courseLin  management. 

Y3y  Mr.  SCOTT: 

liter  from  the  Committee  for  Collective 
SdKurity,  dated  April  9,  1959,  relating  to  par- 
lcipation  by  delegates  of  the  Hungarian 
^puppet  regime  in  the  deliberations  of  the 
United  Nations  General  Assembly. 

By  Mr.  McNAMARA: 

An  analysis  of  the  provisions  in  Senator 
McClellan’s  amendment,  prepared  by  the 
AFL-CIO  legislative  department. 

By  Mr.  NEUBERGER: 

Editorial  entitled  “Our  Surpluses  Are  From 
Dry  Land,”  published  in  the  Oregon  Daily 
Journal  of  April  20,  1959. 


NOTICE  OF  HEARING  ON  NOMINA¬ 
TIONS  OF  LEWIS  W.  DOUGLAS  AND 
MARK  A.  MAY  TO  BE  MEMBERS  OF 
U.S.  ADVISORY  COMMISSION  ON 
INFORMATION 

Mr.  FULBRIGHT.  Mr.  President,  as 
chairman  of  the  Committee  on  Foreign 
Relations,  I  desire  to  announce  that  the 
Senate  today  received  the  nominations 
of  Lewis  W.  Douglas,  of  Arizona,  and 
Mark  A.  May,  of  Connecticut,  both  re¬ 
appointments,  to  be  members  of  the 
U.S.  Advisory  Commission  on  Informa¬ 


tion  for  terms  expiring  January  27,  1962, 
and  until  their  successors  have  been  ap¬ 
pointed  and  qualified. 

In  accordance  with  the  committee  rul§ 
the  pending  nominations  may  not 
considered  prior  to  the  expiration  pi  6 
days. 

BRISTOL  BAY  (ALASKA  RED 
SALMON  INDUST 

Mr.  BARTLETT.  Mr.  Bfesident,  the 
people  of  Alaska  are  gravely  concerned, 
as  the  people  of  the  enti/e  Nation  should 
be,  with  the  threatejffed  extinction  of 
the  Bristol  Bay  red  saunon  fishery.  This 
has  been  the  greatest  red  salmon  fishe-y 
in  the  world.  It/rias  provided  food  for 
many;  employment  for  thousands;  and 
millions  of  dollars  have  been  invested. 

In  1952  we/entered  into  a  treaty  with 
Canada  aryr  Japan.  Under  the  terms  of 
that  treaty,  Japan  agreed  not  to  fish  for 
salmon  List  of  a  designated  line.  So  far 
as'  can/be  determined,  the  Japanese  have 
faith/ully  adhered  to  the  treaty  provi¬ 
sions  in  that  respect. 

jttle  was  known  then  about  the  mi¬ 
grating  habits  of  these  salmon,  but  the 
’considered  judgment  of  American  fishery 
scientists  was  that  very  few  Alaska- 
spawned  salmon  would  be  found  west  of 
the  treaty  line.  This  proved  to  be  an 
erroneous  judgment  of  the  first  magni¬ 
tude.  Year  after  year  since  then,  ac¬ 
cording  to  the  best  evidence  available,  the 
Japanese  have  been  taking  millions  of 
salmon  which  were  spawned  in  Alaska 
streams  entering  Bristol  Bay.  Many  of 
these  fish  were  immature. 

The  Japanese  use  nets  which  are 
strung  out  for  miles.  These  nets,  being  of 
much  finer  mesh  than  Americans  are 
permitted  to  use  in  their  shore-based 
fishery,  catch  fish  of  all  sizes.  Ameri¬ 
cans  are  not  permitted  to  fish  for  salmon 
on  the  high  seas.  The  result  of  all  this 
has  been  a  steadily  diminishing  pack  of 
salmon  in  Bristol  Bay.  This  has  dealt 
a  blow  to  investment  capital. 

More  importantly,  it  has  put  fisher¬ 
men  and  cannery  workers  out  of  employ- 
lent.  Virtually  the  entire  population 
Bristol  Bay  is  dependent  for  their 
liitoihood  upon  fishing  operations  of  one 
kincS^or  another.  Three  times  in  recent 
yearsVPresident  Eisenhower  has  been 
forced  declare  Bristol  Bay  a  disaster 
area. 

The  tresHv  contains  provisions  for  re¬ 
designating  \he  fishing  boundary.  But 
unanimity  isN.  required  to  make  any 
change,  and  tnfc  Japanese  have  refused 
to  agree  to  this  urgently  needed  revision. 

Now  Secretary  of  the  Interior  Seaton 
has  stated  that,  in  the  interests  of  con¬ 
servation,  he  will  be x  required  to  close 
Bristol  Bay  to  commercial  fishing  in  1959. 
Perhaps  even  today  Secretary  Seaton  will 
announce  the  regulations  closing  the  bay 
to  all  American  fishing. 

The  effect  of  this  will  be  devastating. 
Thousands  of  Alaskans  will  bo.  thrown 
out  of  work,  and  will  have  no  otnby  work 
to  turn  to.  And  other  American  < 
who  customarily  have  gone  to  Bristof'Bay 
from  other  States  for  the  fishing  seas 
will  likewise  be  denied  employment. 

Inevitably,  conservation  measures  of1 
this  type  will  fail.  All  they  will  insure  is 
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IN  THE  SENATE  OF  THE  UNITED  STATES 

Mat  19,1959 

Mr.  McCarthy  introduced  the  following  bill ;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  Federal  Credit  Union  Act  (48  Stat.  1216),  as 

4  amended,  is  amended  to  read  as  follows: 

5  “short  title 

6  “Section  1.  This  Act  may  be  cited  as  the  ‘Federal 

7  Credit  Union  Act’. 

8  “definitions 

9  “Sec.  2.  As  used  in  this  Act — 

10  “  (a.)  The  term  ‘Federal  credit  union’  means  a  coopera- 

11  tive  association  organized  in  accordance  with  the  provisions 
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of  this  Act  for  the  purpose  of  promoting  thrift  among  its 
members  and  creating  a  source  of  credit  for  provident  or 
productive  purposes,  and  includes  a  cooperative  association 
(hereinafter  called  a  ‘Federal  central  credit  union’)  whose 
members  are  Federal  credit  unions  and  credit  unions  organ¬ 
ized  in  accordance  with  the  provisions  of  law  of  any  State, 
the  District  of  Columbia,  the  several  Territories  and  the 
several  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  or  the  Commonwealth  of  Puerto  Rico,  and  located 
within  a  well-defined  geographical  area,  and  whose  mem¬ 
bers  may  also  be  directors  and  members  of  the  supervisory 
and  credit  committees  of  such  credit  unions. 

“  (b)  The  term  ‘Bureau’  means  the  Bureau  of  Federal 
Credit  Unions. 

“(c)  The  term  ‘Director’  means  the  Director  of  the 
Bureau  of  Federal  Credit  Unions. 

“creation  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health, 
Education,  and  Welfare  a  Bureau  of  Federal  Credit  Unions, 
which  shall  be  under  the  supervision  of  a  Director  appointed 
by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  be 
under  the  general  direction  and  supervision  of  the  Secretary. 
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“federal  credit  union  organization 
“Sec.  4.  Any  seven  or  more  persons  who  desire  to  form 
a  Federal  credit  union  shall  subscribe  before  some  officer 
competent  to  administer  oaths  an  organization  certificate  in 
duplicate  which  shall  specifically  stater— 

“(1)  the  name  of  the  association; 

“(2)  the  location  of  the  proposed  Federal  credit 
union  and  the  territory  in  which  it  will  operate; 

“  (3)  the  names  and  addresses  of  the  subscribers  to 
the  certificate  and  the  number  of  shares  subscribed  by 
each; 

“  (4)  the  par  value  of  the  shares,  which  shall  be  $5 
each; 

“  (5)  the  proposed  field  of  membership,  specified  in 
detail ; 

“  (6)  the  term  of  the  existence  of  the  corporation, 
which  may  be  perpetual ;  and 

“  (7)  the  fact  that  the  certificate  is  made  to  enable 
such  persons  to  avail  themselves  of  the  advantages  of 
this  Act. 

“Such  organization  certificate  may  also  contain  any  pro¬ 
visions  approved  by  the  Director  for  the  management  of  the 
business  of  the  association  and  for  the  conduct  of  its  affairs 
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1  and  relative  to  the  powers  of  its  directors,  officers,  or  stock- 

2  holders. 

3  “approval  of  organization  certificate 

4  “Sec.  5.  The  organization  certificate  shall  be  presented 

5  to  the  Director  for  approval.  Before  any  organization  cer- 

6  tificate  is  approved,  an  appropriate  investigation  shall  be 

7  made  for  the  purpose  of  determining  (1)  whether  the  or- 

8  ganization  certificate  conforms  to  the  provisions  of  this  Act; 

9  (2)  the  general  character  and  fitness  of  the  subscribers 

10  thereto;  and  (3)  the  economic  advisability  of  establishing 

11  the  proposed  Federal  credit  union.  Upon  approval  of  such 

12  organization  certificate  by  the  Director,  it  shall  be  the  char- 

13  ter  of  the  corporation,  and  one  of  the  originals  thereof  shall 

14  be  delivered  to  the  corporation  after  the  payment  of  the  fee 

15  required  therefor.  Upon  such  approval  the  Federal  credit 

16  union  shall  be  a  body  corporate,  and  as  such,  subject  to  the 

17  limitations  herein  contained,  shall  be  vested  with  all  of  the 

18  powers  and  charged  with  all  the  liabilities  conferred  and 

19  imposed  by  this  Act  upon  corporations  organized  hereunder. 

20  “fees 

21  “Sec.  6.  For  the  purpose  of  paying  the  costs  incident 

22  to  the  ascertainment  of  whether  an  organization  certificate 

23  should  be  approved,  the  subscribers  to  any  such  certificate 

24  shall  pay,  at  the  time  of  filing  their  organization  certificate, 

25  the  amount  prescribed  by  the  Director,  which  shall  not 
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exceed  $20  in  any  case;  and  on  the  approval  of  any 
organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal 
credit  union  shall  pay  to  the  Bureau,  for  the  preceding 
calendar  year,  a  supervision  fee  in  accordance  with  a  grad¬ 
uated  sckle  prescribed  by  regulation  on  the  basis  of  assets 
as  of  December  31  of  such  preceding  year,  but  such  fee 
shall  in  no  event  be  less  than  $10  nor  more  than  the  amounts 
specified  in  the  following  table:  Provided,  however,  That 
no  such  annual  fee  shall  be  payable  by  a  Federal  credit 
union  with  respect  to  the  year  in  which  its  charter  is  issued, 
or  in  which  final  distribution  is  made  in  its  liquidation  or  the 
charter  is  otherwise  canceled.  All  such  fees  shall  be  de¬ 
posited  with  the  Treasurer  of  the  United  States  for  the 
account  of  the  Bureau  and  may  be  expended  by  the  Director 
for  such  administrative,  supervisory  and  other  expenses 
incurred  in  carrying  out  the  provisions  of  this  Act  as  he 
may  determine  to  be  proper,  the  purpose  of  such  fees  being 
to  defray  such  expenses  as  far  as  practicable. 

“Total  assets  Maximum  fee 

$500,000  or  less _  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 _ $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 
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“reports,  examinations,  and  audits 
“Sec.  7.  Federal  credit  unions  shall  be  under  the 
supervision  of  the  Director,  and  shall  make  such  financial 
reports  to  him  as  and  when  he  may  require,  but  at  least 
annually.  Each  Federal  credit  union  shall  be  subject  to 
examination  by,  and  for  this  purpose  shall  make  its  books 
and  records  accessible  to,  any  person  designated  by  the 
Director.  The  Director  shall  fix  a  scale  of  examination 
fees  to  be  paid  by  Federal  credit  unions,  giving  due  con¬ 
sideration  to  the  time  and  expense  incident  to  such  examina¬ 
tions,  and  to  the  ability  of  Federal  credit  unions  to  pay 
such  fees,  which  fees  shall  be  assessed  against  and  paid  by 
each  Federal  credit  union  promptly  after  the  completion  of 
such  examination.  Examination  fees  collected  under  the 
provisions  of  this  section  shall  be  deposited  to  the  credit 
of  the  special  fund  created  bv  section  6  hereof,  and  shall  be 
available  for  the  purpose  specified  in  said  section  6. 

“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succession 
in  its  corporate  name  during  its  existence  and  shall  have 
power — 

“  (1)  to  make  contracts; 

“  (2)  to  sue  and  be  sued; 

“(3)  to  adopt  and  use  a  common  seal  and  alter 
the  same  at  pleasure; 
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“  (4)  to  purchase,  hold,  and  dispose  of  property 
necessary  or  incidental  to  its  operations; 

“  (5)  to  make  loans  with  maturities  not  exceeding 
five  years  to  its  members  for  provident  or  productive 
purposes  upon  such  terms  and  conditions  as  this  Act 
and  its  bylaws  provide  and  as  the  credit  committee  or 
a  loan  officer  may  approve,  at  rates  of  interest  not  ex¬ 
ceeding  1  per  centum  per  month  on  unpaid  balances, 
inclusive  of  all  charges  incident  to  making  the  loan : 
Provided ,  That  no  loans  to  a  director  or  member  of 
the  supervisory  or  credit  committee  shall  exceed  the 
amount  of  his  holdings  in  the  Federal  credit  union  as 
represented  by  shares  thereof  plus  the  total  unencum¬ 
bered  and  unpledged  shareholdings  in  the  Federal  credit 
union  of  any  member  pledged  as  security  for  the  obli¬ 
gation  of  such  director  or  member  of  committee.  No 
director  or  member  of  the  supervisory  or  credit  com¬ 
mittee  shall  endorse  for  borrowers.  A  borrower  may 
repay  his  loan,  prior  to  maturity,  in  whole  or  in  part 
on  any  business  day.  The  taking,  receiving,  reserving, 
or  charging  of  a  rate  of  interest  greater  than  is  allowed 
by  this  paragraph,  when  knowingly  done,  shall  be 
deemed  a  forfeiture  of  the  entire  interest  which  the 
note,  bill,  or  other  evidence  of  debt  carries  with  it,  or 
which  has  been  agreed  to  be  paid  thereon.  If  such 
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greater  rate  of  interest  has  been  paid,  the  person  by 
whom  it  has  been  paid,  or  his  legal  representatives, 
may  recover  back  from  the  credit  union  taking  or  re¬ 
ceiving  the  same,  in  an  action  in  the  nature  of  an  action 
of  debt,  the  entire  amount  of  interest  paid:  Provided , 
That  such  action  is  commenced  within  two  years  from 
the  time  the  usurious  collection  was  made  ; 

“(6)  to  receive  from  its  members  payments  on 
shares ; 

“(7)  to  invest  its  funds  (a)  in  loans  exclusively 
to  members;  (b)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (c)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  (d)  in  shares  or  accounts  of  savings  and  loan  asso¬ 
ciations,  the  accounts  of  which  are  insured  by  the  Fed¬ 
eral  Savings  and  Loan  Insurance  Corporation;  or  (e) 
in  shares  of  Federal  central  credit  unions  and  in  shares 
or  accounts  of  other  central  credit  unions,  as  defined  in 
section  2,  paragraph  (a)  of  this  Act.  Payments  to,  and 
withdrawals  from,  such  central  credit  unions  by  a  Fed- 
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eral  credit  union  must  be  specifically  authorized  by  the 
board  of  directors  of  such  Federal  credit  union; 

“(8)  to  make  deposits  in  national  banks  and  in 
State  banks,  trust  companies,  and  mutual  savings  banks 
operating  in  accordance  with  the  laws  of  the  State  in 
which  the  Federal  credit  union  does  business; 

“  (9)  to  borrow,  in  accordance  with  such  rules  and 
regulations  as  may  be  prescribed  by  the  Director,  from 
any  source,  in  an  aggregate  amount  not  exceeding  50 
per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit  union  may 
discount  with  or  sell  to  any  Federal  intermediate  credit 
bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital; 

“  (10)  to  levy  late  charges,  in  accordance  with  the 
bylaws,  for  failure  to  meet  promptly  their  obligations 
to  the  Federal  credit  union; 

“  (11)  to  impress  and  enforce  a  lien  upon  the  shares 
and  dividends  of  any  member,  to  the  extent  of  any  loan 
made  to  him  and  any  dues  or  fines  payable  by  him ; 

“(12)  to  charge  members  and  individuals  eligible 
to  become  members  a  reasonable  fee  for  cashing  or  sell- 
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1  ing  checks,  not  to  exceed  the  direct  and  indirect  costs 

2  incident  to  providing  such  service; 

3  “(13)  to  exercise  such  incidental  powers  as  shall 

4  be  necessary  or  requisite  to  enable  it  to  carry  on 

5  effectively  the  business  for  which  it  is  incorporated. 

6  “bylaws 

7  “Sec.  9.  In  order  to  simplify  the  organization  of  Fed- 

8  eral  credit  unions  the  Director  shall  from  time  to  time  cause 
to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by 
Federal  credit  union  incorporators,  and  shall  be  supplied  to 
them  on  request.  At  the  time  of  presenting  the  organization 
certificate  the  incorporators  shall  also  submit  proposed  by¬ 
laws  to  the  Director  for  his  approval. 
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MEMBERSHIP 

“Sec.  10.  Federal  credit  union  membership  shall  con¬ 
sist  of  the  incorporators  and  such  other  persons  and  incor¬ 
porated  and  unincorporated  organizations,  to  the  extent 
permitted  by  rules  and  regulations  prescribed  by  the  Di¬ 
rector,  as  may  be  elected  to  membership  and  as  such  shall, 
each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee;  except  that 
other  than  as  provided  in  section  2,  paragraph  (a)  of  this 
Act  as  to  Federal  central  credit  unions,  Federal  credit  union 
membership  shall  be  limited  to  groups  having  a  common 
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1  bond  of  occupation  or  association,  or  to  groups  within  a 

2  well-defined  neighborhood,  community,  or  rural  district. 

3  A  Federal  credit  union  may,  by  authorization  of  its  board 

4  of  directors,  become  a  subscriber  to,  or  organizer  or  member 

5  of,  a  Federal  central  credit  union  or  a  central  credit  union 

i 

6  as  defined  in  section  2,  paragraph  (a)  of  this  Act.  Shares 

7  may  be  issued  in  joint  tenancy  with  right  of  survivorship 

8  with  any  person  designated  by  the  credit  union  member,  but 

9  no  joint  tenant  shall  be  permitted  to  vote,  obtain  loans,  or 

10  hold  office,  unless  he  is  within  the  field  of  membership  and 

11  is  a  qualified  member. 

12  “members’  meetings 

13  “Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions 
Id  shall  end  December  31.  The  annual  meeting  of  each  Fed- 
15  eral  credit  union  shall  be  held  at  such  time  during  the  month 
lb  of  the  following  January  and  at  such  place  as  its  bylaws  shall 
17  prescribe.  Special  meetings  may  be  held  in  the  manner 
1®  indicated  in  the  bylaws.  No  member  shall  be  entitled  to 
1®  vote  by  proxy  but  a  member  other  than  a  natural  person 

20  may  vote  through  an  agent  designated  for  the  purpose.  Ir- 

21  respective  of  the  number  of  shares  held  by  him,  no  member 

22  shall  have  more  than  one  vote.  Federal  credit  unions  hav- 

23  ing  membership  in  a  central  credit  union  may  be  represented 

24  at  annual  or  special  meetings  of  the  central  credit  union  by 

25  one  member  duly  authorized  by  the  board  of  directors  of  the 
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1  member  Federal  credit  union.  To  the  extent  permitted  by 

2  the  articles  or  certificate  of  incorporation  or  bylaws  of  the 

3  central  credit  union,  such  representative  shall  have  one  vote 

4  and  shall  be  eligible  for  office  in  the  central  credit  union  the 

5  same  as  though  he  were  a  member  as  an  individual  of  such 

6  central  credit  union. 

7  “management 

8  “Sec.  12.  The  business  affairs  of  a  Federal  credit  union 

9  shall  be  managed  by  a  board  of  not  less  than  five  directors, 

10  and  a  credit  committee  of  not  less  than  three  members,  all 

11  to  be  elected  at  the  annual  members’  meeting  by  and  from 

12  the  members  which,  in  the  case  of  Federal  central  credit 

13  unions,  shall  be  deemed  to  include  the  duly  authorized 
^  representatives  of  the  member  credit  unions,  and  by  a 
^  supervisory  committee  of  three  members,  one  of  whom  may 
10  be  a  director  other  than  the  treasurer,  to  be  appointed  by 

1 7  • 

the  president  from  the  membership  promptly  following  the 

lO 

annual  meeting,  subject  to  ratification  by  the  board  at  its 

^  next  meeting.  If  the  board  fails  to  ratify  the  appointment 
20 

of  any  member  of  the  supervisory  committee,  the  term  of 

21 

such  member  shall  thereupon  cease,  and  the  president  shall 

22 

immediately  appoint  a  replacement,  subject  to  ratification 
23 

by  the  board  at  its  next  succeeding  meeting.  Any  vacancy 
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occurring  in  the  supervisory  committee  shall  be  filled  in  the 
same  manner  as  original  appointments  to  said  committee. 
All  members  of  the  board  and  of  such  committees  shall  hold 
office  for  such  terms,  respectively,  as  the  bylaws  may  provide. 
A  record  of  the  names  and  addresses  of  the  members  of  the 
board  and  such  committees  and  officers  shall  be  filed  with 
the  Bureau  within  ten  days  after  their  election  or  appoint¬ 
ment.  No  member  of  the  board  or  of  either  such  committee 
shall,  as  such,  be  compensated. 

“officers 

“Sec.  13.  At  their  first  meeting  after  the  annual  meet¬ 
ing  of  the  members,  the  directors  shall  elect  from  their  num¬ 
ber  a  president,  one  or  more  vice  presidents,  a  secretary,  and 
a  treasurer,  who  shall  be  the  executive  officers  of  the  cor¬ 
poration.  No  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such.  The  offices  of  secretary  and  treas¬ 
urer  may  be  held  by  the  same  person.  The  duties  of  the 
officers  shall  be  as  determined  by  the  bylaws,  except  that  the 
treasurer  shall  be  the  general  manager  of  the  corporation. 
Before  the  treasurer  shall  enter  upon  his  duties  he  shall  give 
bond  with  good  and  sufficient  surety,  in  an  amount  and  char¬ 
acter  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the 
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Director,  conditioned  upon  the  faithful  performance  of  his 
trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least 
once  a  month  and  shall  have  the  general  direction  and  con¬ 
trol  of  the  affairs  of  the  corporation.  Minutes  of  all  such 
meetings  shall  be  kept.  Among  other  things  they  shall  act 
upon  applications  for  membership  directly  or  shall  appoint 
a  membership  chairman  from  the  members,  other  than  the 
treasurer  or  assistant  treasurer,  who  shall  be  authorized  to  act 
upon  such  applications  for  membership  as  the  board  may 
prescribe  and  who  shall  submit  to  the  board  at  each  monthly 
meeting  a  list  of  applications  for  membership  received  since 
the  previous  monthly  meeting,  together  with  such  other 
information  as  may  be  required  by  the  bylaws  or  the  board; 
require  any  officer  or  employee  having  custody  of  or  han¬ 
dling  funds  to  give  bond  with  good  and  sufficient  surety 
in  an  amount  and  character  to  he  determined  by  the  board 
of  directors  in  compliance  with  regulations  prescribed  from 
time  to  time  by  the  Director,  and  authorize  the  payment 
of  the  premium  or  premiums  therefor  from  the  funds  of  the 
Federal  credit  union;  fill  vacancies  in  the  board  and  in  the 
credit  committee  until  successors  elected  at  the  next  annual 
meeting  have  qualified;  have  charge  of  investments  other 
than  loans  to  members;  determine  from  time  to  time  the 
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maximum  number  of  shares  that  may  be  held  by  an  in¬ 
dividual;  subject  to  the  limitations  of  this  Act,  determine 
the  interest  rates  on  loans  and  the  maximum  amount  which 
may  be  loaned  with  or  without  security  to  any  member; 
and,  subject  to  such  regulations  as  may  be  issued  by  the 
Director,  authorize  an  interest  refund  to  members  of  record 
at  the  close  of  business  on  December  31  in  proportion  to 
the  interest  paid  by  them  during  that  year;  and  provide 
for  compensation  of  necessary  clerical  and  auditing  assist¬ 
ance  requested  by  the  supervisory  committee,  and  of  loan 
officers  appointed  by  the  credit  committee. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meet¬ 
ings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  to  consider  appli¬ 
cations  for  loans.  Reasonable  notice  of  such  meetings  shall 
be  given  to  all  members  of  the  committee.  No  loan  shall  be 
made  unless  it  is  approved  by  a  majority  of  the  committee 
and  by  all  members  of  the  committee  who  are  present  at 
the  meeting  at  which  the  application  is  considered:  Pro¬ 
vided,  however,  That  the  credit  committee  may  appoint  one 
or  more  loan  officers,  who  may  be  the  treasure  or  an  assist¬ 
ant  treasure,  and  delegate  to  him  or  them  powers  to  approve 
loans  up  to  the  unsecured  limit,  or  in  excess  of  such  limit 
if  such  excess  is  fully  secured  by  unpledged  shares.  Each 
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loan  officer  shall  furnish  to  the  credit  committee  a  record 
of  each  loan  approved  or  not  approved  by  him  within  7  days 
of  the  date  of  the  filing  of  the  application  therefor.  All 
loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by 
the  credit  committee.  No  loan  officer,  including  the  treas¬ 
urer  or  assistant  treasurer,  shall  have  authority  to  disburse 
funds  of  the  Federal  credit  union  for  any  loan  which  has 
been  approved  by  him.  Not  more  than  one  member  of  the 
credit  committee  may  be  appointed  as  a  loan  officer.  Appli¬ 
cations  for  loans  shall  be  made  on  forms  prepared  by  such 
committee,  which  shall  set  forth  the  purpose  for  which  the 
loan  is  desired,  the  security,  if  any,  and  such  other  data  as 
may  be  required.  No  loan  shall  be  made  to  any  member, 
except  in  the  case  of  a  loan  by  a  Federal  central  credit  union 
to  a  member  credit  union,  which  causes  such  member  to  be¬ 
come  indebted  to  the-  Federal  credit  union  in  an  aggregate 
amount,  upon  loans  made  to  such  member,  which  is  in  ex¬ 
cess  of  $1,000  unless  such  excess  over  $1,000  is  adequately 
secured,  except  that  in  no  event  may  any  such  loan  be  made 
if  such  aggregate  amount  would  be  in  excess  of  whichever 
of  the  following  is  greater: 

“ ( 1 )  $200,  or 

“(2)  10  per  centum  of  the  credit  union’s  paid-in 
unimpaired  capital  and  surplus. 
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“For  the  purposes  of  this  subdivision  an  assignment  of 
shares  or  the  endorsement  of  a  note  shall  he  deemed  security. 
“supervisory  committee 

“Sec.  16.  The  supervisory  committee  shall  make,  or 
cause  to  he  made,  at  least  quarterly,  an  examination  of  the 
affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
books;  shall  make,  or  cause  to  be  made,  a  report  of  its 
quarterly  examination  to  the  board  of  directors;  shall  make, 
or  cause  to  be  made,  an  annual  audit,  a  report  of  which 
shall  be  submitted  to  the  members  at  the  next  annual  meet¬ 
ing  of  the  corporation;  and  may  suspend  by  a  unanimous 
vote  any  officer  of  the  corporation  or  any  member  of  the 
credit  committee  or  of  the  hoard  of  directors,  until  the  next 
members’  meeting,  which  members’  meeting  shall  be  held 
within  seven  days  of  said  suspension  and  at  which  meeting 
said  suspension  shall  be  acted  upon  by  the  members;  and, 
by  a  majority  vote,  may  call  a  special  meeting  of  the  share¬ 
holders  to  consider  any  violation  of  this  x4ct,  the  charter,  or 
of  the  bylaws,  or  any  practice  of  the  corporation  deemed  by 
the  supervisory  committee  to  be  unsafe  or  unauthorized. 
Any  and  all  members  of  the  supervisory  committee  may  be 
suspended  by  the  president,  subject  to  the  approval  of  the 
board  of  directors,  or  by  the  board  of  directors,  subject  to 
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the  approval  of  the  members.  In  the  latter  case,  a  members’ 
meeting  to  act  upon  such  suspension  shall  be  held  within 
seven  days  thereof.  The  hoard  of  directors  or  the  members, 
as  the  case  may  he,  shall  decide  whether  the  suspended 
committee  member  shall  he  removed  from  or  restored  to 
the  supervisory  committee.  The  supervisory  committee  shall 
cause  the  passbooks  and  accounts  of  the  members  to  be 
verified  with  the  records  of  the  treasurer  from  time  to  time, 
and  not  less  frequently  than  once  every  two  years.  As  used 
in  this  section,  the  term  ‘passbook’  shall  include  any  book, 
statement  of  account,  or  other  record  approved  by  the  Di¬ 
rector  for  use  bv  Federal  credit  unions. 

«/ 

“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the 
bylaws  and  20  per  centum  of  the  net  earnings  of  each  year, 
before  the  declaration  of  any  dividends,  shall  be  set  aside  as 
a  regular  reserve  against  losses  on  bad  loans  and  such  other 
losses  as  may  .be  specified  in  the  bylaws  in  accordance  with 
regulations  prescribed  under  this  Act :  Provided,  however, 
That  when  the  regular  reserve  thus  established  shall  equal  10 
per  centum  of  the  total  amount  of  members’  shareholdings, 
no  further  transfer  of  net  earnings!  to  such  regular  reserve 
shall  be  required  except  that  such  amounts  not  in  excess  of 
20  per  centum  of  the  net  earnings  as  may  be  needed  to  main¬ 
tain  this  10  per  centum  ratio  shall  continue  to  be  transferred. 
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In  addition  to  such  regular  reserve,  special  reserves  to  pro¬ 
tect  the  interests  of  members  shall  be  established  when 
required  (a)  by  regulation,  or  (b)  in  any  special  case,  when 
found  by  the  Director  to  be  necessary  for  that  purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may 
provide  and  after  provision  for  the  required  reserves,  the 
board  of  directors  may  declare  a  dividend  to  be  paid  from 
the  remaining  net  earnings.  Such  dividend  shall  be  paid  on 
all  paid-up  shares  outstanding  at  the  end  of  the  period  for 
which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  dividend  period  and  are  outstanding  at 
the  close  of  the  period  shall  be  entitled  to  a  proportional  part 
of  such  dividend.  Dividend  credit  for  a  month  may  be 
accrued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  five  days  of  that  month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds 
vote  of  the  members  of  a  Federal  credit  union  present  at  a 
special  meeting  called  for  the  purpose,  but  only  after  an 
opportunity  has  been  given  to  him  to  be  heard  and  subject 
to  review  by  the  Director,  if  such  review  is  requested  by  the 
member  within  thirty  days.  Withdrawal  or  expulsion  of  a 
member  shall  not  operate  to  relieve  him  from  liability  to  the 
Federal  credit  union.  The  amount  toFe  paid  a  withdrawing 
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or  expelled  member  by  a  Federal  credit  union  shall  be  de¬ 
termined  and  paid  in  the  manner  specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor 
or  in  trust,  subject  to  such  conditions  as  may  be  prescribed 
by  the  bylaws.  When  shares  are  issued  in  trust,  the  name 
of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 

•J 

union. 

“certain  powers  of  director 
“Sec.  21.  (a)  The  Director  may  prescribe  rules  and 
regulations  for  the  administration  of  this  Act,  including, 
but  not  by  way  of  limitation,  the  merger,  consolidation, 
and/or  dissolution  of  corporations  organized  under  this  Act. 

“(b)  (1)  The  Director  may  suspend  or  revoke  the 
charter  of  any  Federal  credit  union,  or  place  the  same  in 
involuntary  liquidation  and  appoint  a  liquidating  agent  there¬ 
for,  upon  his  finding  that  the  organization  is  bankrupt  or 
insolvent,  or  has  violated  any  provisions  of  its  charter,  its 
bylaws,  this  Act,  or  any  regulations  issued  thereunder. 

“  (2)  The  Director,  through  such  persons  as  he  shall 
designate,  may  examine  any  Federal  credit  union  in  volun¬ 
tary  liquidation  and,  upon  his  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  termi¬ 
nate  such  voluntary  liquidation  and  place  such  organization 
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in  involuntary  liquidation  and  appoint  a  liquidating  agent 
therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  au¬ 
thority,  subject  to  the  control  and  supervision  of  the  Director 
and  under  such  rules  and  regulations  as  the  Director  may 
prescribe,  (i)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the 
Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  liquidation,  and 
defend  such  actions  as  may  be  brought  against  him  as 
liquidating  agent  or  against  the  Federal  credit  union;  (ii) 
to  receive,  examine,  and  pass  upon  all  claims  against  the 
Federal  credit  union  in  liquidation,  including  claims  of  mem¬ 
bers  on  shares;  (iii)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and 
(iv)  to  execute  such  documents  and  papers  and  to  do  such 
other  acts  and  things  which  he  may  deem  necessary  or 
desirable  to  discharge  his  duties  hereunder. 

“(4)  Subject  to  the  control  and  supervision  of  the 
Director  and  under  such  rules  and  regulations  as  the  Director 
may  prescribe,  the  liquidating  agent  of  a  Federal  credit 
union  in  involuntary  liquidation  shall  (i)  cause  notice  to 
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1  be  given  to  creditors  and  members  to  present  their  claims 

2  and  make  legal  proof  thereof,  which  notice  shall  be  published 

3  once  a  week  in  each  of  three  successive  weeks  in  a  news- 

4  paper  of  general  circulation  in  each  county  in  which  the 

5  Federal  credit  union  in  liquidation  maintained  an  office  or 

6  branch  for  the  transaction  of  business  on  the  date  it  ceased 

7  unrestricted  operations :  Provided ,  That  whenever  the  aggre- 

8  gate  book  value  of  the  assets  and  property  of  a  Federal 

9  credit  union  in  involuntary  liquidation  is  less  than  $1,000, 

10  unless  the  Director  shall  find  that  its  books  and  records  do 

11  not  contain  a  true  and  accurate  record  of  its  liabilities,  he 

12  shall  declare  such  Federal  credit  union  in  liquidation  to  be 

13  a  ‘no  publication’  liquidation,  and  publication  of  notice  to 

14  creditors  and  members  shall  not  be  required  in  such  case; 

15  (ii)  from  time  to  time,  make  a  ratable  dividend  on  all  such 

16  claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi- 

17  cated  in  a  court  of  competent  jurisdiction  and,  after  the 

18  assets  of  such  organization  have  been  liquidated,  shall  make 

19  further  dividends  on  all  claims  previously  proved  or  adjudi- 

20  cated;  and  the  liquidating  agent  may  accept  in  lieu  of  a 

21  formal  proof  of  claim  on  behalf  of  any  creditor  or  member 

22  the  statement  of  any  amount  due  to  such  creditor  or  member 

23  as  shown  on  the  books  and  records  of  the  credit  union: 

24  Provided  further,  That  all  claims  not  filed  before  payment 
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1  of  the  final  dividend  shall  be  barred  and  claims  rejected  or 

2  disallowed  by  the  liquidating  agent  shall  be  likewise  barred 

3  unless  suit  be  instituted  thereon  within  three  months  after 

4  notice  of  rejection  or  disallowance;  (iii)  in  a  ‘no  publication’ 

5  liquidation,  determine  from  all  sources  available  to  him, 

6  and  within  the  limits  of  available  funds  of  the  Federal  credit 

7  union,  the  amounts  due  to  creditors  and  members,  and  after 

8  sixty  days  shall  have  elapsed  from  the  date  of  his  appoint- 

9  ment,  shall  distribute  the  funds  of  the  Federal  credit  union 

10  to  creditors  and  members  ratably  and  as  their  interests  may 

11  appear. 

12  “  (5)  Upon  certification  by  the  liquidating  agent  in  the 

13  case  of  an  involuntary  liquidation  and  upon  such  proof  as 

14  sMl  be  satisfactory  to  the  Director  in  the  case  of  a  volun- 

15  tary  liquidation  that  distribution  has  been  made  and  that 

16  liquidation  has  been  completed,  as  provided  herein,  the 

17  Director  shall  cancel  the  charter  of  such  Federal  credit 

18  union:  Provided,  That  the  corporate  existence  of  the  Fed- 

19  era!  credit  union  shall  continue  for  a  period  of  three  years 

20  from  the  date  of  such  cancellation  of  its  charter,  during  which 

21  period  the  liquidating  agent,  or  his  duly  appointed  successor, 

22  or  such  persons  as  the  Director  shall  designate,  may  act 

23  on  behalf  of  the  Federal  credit  union  for  the  purpose  of 

24  paying,  satisfying,  and  discharging  any  existing  liabilities 
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or  obligations,  collecting  and  distributing  its  assets,  and  doing 
all  other  acts  required  to  adjust  and  wind  up  its  business 
and  affairs,  and  it  may  sue  and  be  sued  in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date 
of  cancellation  of  the  charter  of  a  Federal  credit  union  the 
Director  may,  in  his  discretion,  destroy  any  or  all  books  and 
records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  any  and  all  duties 
vested  in  him  hereby,  through  such  persons  as  he  shall  desig¬ 
nate  or  employ;  and  he  may  delegate  to  any  person  or  per¬ 
sons,  including  any  institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance  and  discharge 
of  any  authority,  power,  or  function  vested  in  him  by  this 
Act.  v 

“(e)  All  books  and  records  of  Federal  credit  unions 
shall  be  kept  and  reports  shall  be  made  in  accordance  with 
forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations 
and  to  conduct  researches  and  studies  of  the  problems  of 
persons  of  small  means  in  obtaining  credit  at  reasonable 
rates  of  interest,  and  of  the  methods  and  benefits  of  co- 
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operative  saving  and  lending  among  such  persons.  He  is 
further  authorized  to  make  reports  of  such  investigations 
and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  author¬ 
ized,  when  designated  for  the  purpose  by  the  Director,  to 
administer  oaths  and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and 
directed  to  require  that  every  person  appointed  or  elected 
by  any  Federal  credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or  other  personal 
property  owned  by  a  Federal  credit  union  or  in  its  custody 
or  control  as  collateral  or  otherwise,  to  give  bond  in  a 
corporate  surety  company  holding  a  certificate  of  authority 
from  the  Secretary  of  the  Treasury  under  the  Act  of  Con¬ 
gress  approved  July  30,  1947  (6  U.S.C.  6-13),  as  an 
acceptable  surety  on  Federal  bonds.  Any  such  bond  or 
bonds  shall  be  in  a  form  approved  by  the  Director  with  a 
view  to  providing  surety  coverage  to  the  Federal  credit 
union  with  reference  to  los,s  by  reason  of  acts  of  fraud  or 
dishonesty  including  forgery,  theft,  embezzlement,  wrongful 
abstraction,  or  misapplication  on  the  part  of  the  person, 
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directly  or  through  connivance  with  others,  and  such  other 
surety  coverages  as  the  Director  may  determine  to  be 
reasonably  appropriate  or  as  elsewhere  required  by  this  Act. 
Any  such  bond  or  bonds  shall  be  in  such  an  amount  in 
relation  to  the  money  or  other  personal  property  involved 
or  in  relation  to  the  a.ssets  of  the  Federal  credit  union  as  the 
Director  may  from  time  to  time  prescribe  by  regulation  for 
the  purpose  of  requiring  reasonable  coverage.  In  lieu  of 
individual  bonds  the  Director  may  approve  the  use  of  a 
form  of  schedule  or  blanket  bond  which  covers  all  of  the 
officers  and  employees  of  a  Federal  credit  union  whose 
duties  include  the  receipt,  payment,  or  custody  of  money  or 
other  personal  property  for  or  on  behalf  of  the  Federal  credit 
union.  The  Director  may  also  approve  the  use  of  a  form 
of  excess  coverage  bond  whereby  a  Federal  credit  union 
may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 

“  (i)  In  every  case  of  an  adjudication  by  the  Director 
under  this  Act,  determination  shall  be  made  on  the  record 
after  giving  the  opportunity  for  a  hearing  to  all  persons  and 
credit  unions  who  may  be  directly  affected  by  any  order  that 
may  he  issued  as  a  result  of  such  adjudication.  The  words 
‘adjudication’  and  ‘order’  as  used  herein  shall  -have  the 
meanings  specified  in  the  Administrative  Procedure  Act. 
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“fiscal  agents  and  depositories 
“Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall 
act  as  fiscal  agent  of  the  United  States  and  shall  perform 

i 

such  services  as  the  Secretary  of  the  Treasury  may  require  in 
connection  with  the  collection  of  taxes  and  other  obligations 
due  the  United  States  and  the  lending,  borrowing,  and  re¬ 
payment  of  money  by  the  United  States,  including  the  issue, 
sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United 
States;  and  to  facilitate  such  purposes  the  Director  shall  fur¬ 
nish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
names  and  addresses  of  all  Federal  credit  unions  with  such 
other  available  information  concerning  them  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Treasury.  Any  Federal 
credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury  shall  be  a  de¬ 
pository  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  here¬ 
under,  their  property,  their  franchises,  capital,  reserves,  sur¬ 
pluses,  and  other  funds,  and  their  income  shall  be  exempt 
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from  all  taxation  now  or  hereafter  imposed  by  the  United 
States  or  by  any  State,  Territorial,  or  local  taxing  authority; 
except  that  any  real  property  and  any  tangible  personal 
property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed.  Nothing  herein 
contained  shall  prevent  holdings  in  any  Federal  credit  union 
organized  hereunder  from  being  included  in  the  valuation  of 
the  personal  property  of  the  owner^  or  holders  thereof  in 
assessing  taxes  imposed  by  authorit}7/  of  the  State  or  political 
subdivision  thereof  in  which  the  Federal  credit  union  is 
located:  Provided,  however,  That  the  duty  or  burden  of 
collecting  or  enforcing  the  payment  of  such  tax  shall  not 
be  imposed  upon  any  such  Federal  credit  union  and  the  tax 
shall  not  exceed  the  rate  of  taxes  imposed  upon  holdings  in 
domestic  credit  unions. 

“partial  invalidity;  right  to  amend 

“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  ap¬ 
plication  thereof  to  any  person  or  circumstance,  is  held  in¬ 
valid,  the  remainder  of  the  Act,  and  the  application  of  such 
provisions  to  other  persons  or  circumstances,  shall  not  be 
affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or 
any  part  thereof,  or  any  charter  issued  pursuant  to  the  pro¬ 
visions  of  this  Act,  is  expressly  reserved. 
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“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit  union  or¬ 
ganized  under  State  law  or  by  any  Federal  credit  union 
organized  in  accordance  with  the  terms  of  this  Act,  at  least 
95  per  centum  of  the  membership  of  which  is  composed  of 
persons  who  either  are  presently  Federal  employees  or  are 
retired  Federal  employees  and  members  of  their  families, 
which  application  shall  be  addressed  to  the  officer  or  agency 
of  the  United  States  charged  with  the  allotment  of  space  in 
the  Federal  buildings  in  the  community  or  district  in  which 
said  credit  union  or  Federal  credit  union  does  business,  such 
officer  or  agency  may  in  his  or  its  discretion  allot  space  to 
such  credit  union  if  space  is  available  without  charge  for 
rent  or  services. 

“conversion  from  federal  to  state  credit  union  and 

FROM  STATE  TO  FEDERAL  CREDIT  UNION 

“Sec.  26.  (a)  Conversion  From  Federal  to  State 

Credit  Union. — A  Federal  credit  union  mav  be  converted 

«/ 

into  a  ‘State  credit  union’  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  the  several 
possessions  of  the  United  States,  the  Panama  Canal  Zone, 
or  the  Commonwealth  of  Puerto  Pico,  by  complying  with 
the  following  requirements: 

“  ( 1 )  The  proposition  for  such  conversion  shall  first  be 
approved  by  a  majority  of  the  directors  of  the  Federal  credit 
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union.  The  proposition  then  shall  be  submitted  to  a  meeting 
of  its  members,  the  notice  of  which  shall  be  in  writing  and 
shall  be  delivered  in  person  to  each  member,  or  shall  be 
mailed  to  each  member  at  the  address  for  such  member 
appearing  on  the  records  of  the  credit  union,  not  more  than 
thirty  nor  less  than  seven  days  prior  to  the  time  of  the 
meeting.  Approval  of  the  proposition  for  conversion  shall  be 
by  the  affirmative  vote  of  not  less  than  two-thirds  of  the 
members  present  and  voting  at  the  meeting. 

“(2)  A  copy  of  the  minutes  of  such  meeting,  verified 
by  the  affidavits  of  the  president  or  vice  president  and  the 
secretary  of  the  meeting,  shall  be  filed  with  the  Bureau 
within  ten  days  after  the  meeting. 

“(3)  Promptly  after  the  adjournment  of  such  meeting 
of  the  members,  and  in  no  event  later  than  ninety  days  after 
such  meeting,  the  credit  union  shall  take  such  action  as 
may  be  necessary  under  the  applicable  State  law  to  make 
it  a  State  credit  union,  and  within  ten  days  after  receipt  of 
the  State  credit  union  charter  there  shall  be  filed  with  the 
Bureau  a  copy  of  the  charter  thus  issued.  Upon  such  filing 
the  credit  union  shall  cease  to  be  a  Federal  credit  union. 

“(4)  I  pon  ceasing  to  be  a  Federal  credit  union,  such 
credit  union  shall  no  longer  be  subject  to  any  of  the  pro¬ 
visions  of  this  Act.  The  successor  State  credit  union  shall 
be  vested  with  all  of  the  assets  and  shall  continue  respon- 
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sible  for  all  of  the  obligations  of  the  Federal  credit  union 
to  the  same  extent  as  though  the  conversion  had  not  taken 
place. 

“(b)  Conversion  From  State  to  Federal  Credit 
Union. — A  ‘State  credit  union’,  organized  under  the  laws 
of  any  State,  the  District  of  Columbia,  the  several  Territories 
and  the  several  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Kico,  may 
be  converted  into  a  Federal  credit  union  by:  (1)  Comply¬ 
ing  with  all  State  requirements  requisite  to  enabling  it  to 
convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union;  (2)  filing  with  the  Bureau  proof  of  such 
compliance,  satisfactory  to  the  Director;  and  (3)  filing 
with  the  Bureau  an  organization  certificate  as  required  by 
this  Act. 

“When  the  Director  has  been  satisfied  that  all  of  such 
requirements  have  been  complied  with,  the  Director  shall 
approve  the  organization  certificate.  Upon  such  approval, 
the  State  credit  union  shall  become  a  Federal  credit  union 
as  of  the  date  it  ceases  to  be  a  State  credit  union.  The  Fed¬ 
eral  credit  union  shall  be  vested  with  all  of  the  assets  and 
shall  continue  responsible  for  all  the  obligations  of  the 
State  credit  union  to  the  same  extent  as  though  the  conver¬ 
sion  had  not  taken  place. 
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“robbery  and  incidental  crimes  against  federal 

CREDIT  UNIONS 

“Sec.  27.  Section  2113  of  title  18  of  the  United  States 
Code  is  hereby  made  applicable  to  robbery  and  other  crimes 
against  Federal  credit  unions  b}^  amending  subsection  (g) 
of  said  section  by  inserting  before  the  period  at  the  end 
thereof  and  any  “Federal  credit  union”  as  defined  in  sec¬ 
tion  2  of  the  Federal  Credit  Union  Act’. 

“territorial  applicability  of  act 
“Sec.  28.  The  provisions  of  this  Act  shall  apply  to  the 
several  States,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  the  several  possessions  of  the  United  States,  the 
Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto 
Rico.” 
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86th  CONGRESS 
1st  Session 


H.  R.  8305 


IN  THE  HOUSE  OE  REPRESENTATIVES 

July  20, 1959 

Mr.  Spence  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 


A  BILL 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  the  Federal  Credit  Union  Act  (48  Stat.  1216;  12 

4  U.S.C.,  secs.  1751-1772)  is  amended  to  read  as  follows: 

5  "short  title 

6  "Section  1.  This  Act  may  be  cited  as  the  'Federal 

7  Credit  Union  Act’. 

8  "definitions 

9  "Sec.  2.  As  used  in  this  Act — 

10  "  ( 1 )  the  term  ‘Federal  credit  union’  means  a 

11  cooperative  association  organized  in  accordance  with  the 
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provisions  of  this  Act  for  the  purpose  of  promoting  thrift 
among  its  members  and  creating  a  source  of  credit  for 
provident  or  productive  purposes; 

“(2)  the  term  ‘Bureau’  means  the  Bureau  of  Fed¬ 
eral  Credit  Unions;  and 

“  ( 3 )  the  term  ‘Director’  means  the  Director  of 
the  Bureau  of  Federal  Credit  Unions. 

“creation  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health, 
Education,  and  Welfare  a  Bureau  of  Federal  Credit  Unions, 
which  shall  be  under  the  supervision  of  a  Director  appointed 
by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  be 
under  the  general  direction  and  supervision  of  the  Secretary. 
“federal  credit  union  organization 
“Sec.  4.  Any  seven  or  more  natural  persons  who  desire 
to  form  a  Federal  credit  union  shall  subscribe  before  some 
officer  competent  to  administer  oaths  an  organization  certifi¬ 
cate  in  duplicate  which  shall  specifically  state — 

“(1)  the  name  of  the  association; 

“(2)  the  location  of  the  proposed  Federal  credit 
union  and  the  territory  in  which  it  will  operate; 

“  (3)  the  names  and  addresses  of  the  subscribers  to 
the  certificate  and  the  number  of  shares  subscribed  by 
each ; 
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“  (4)  the  par  value  of  the  shares,  which  shall  be  $5 
each; 

“  (5)  the  proposed  field  of  membership,  specified  in 
detail; 

“(6)  the  term  of  the  existence  of  the  corporation, 
which  may  be  perpetual;  and 

“  (7)  the  fact  that  the  certificate  is  made  to  enable 
such  persons  to  avail  themselves  of  the  advantages  of 
this  Act. 

Such  organization  certificate  may  also  contain  any  pro¬ 
visions  approved  by  the  Director  for  the  management  of  the 
business  of  the  association  and  for  the  conduct  of  its  affairs 
and  relative  to  the  powers  of  its  directors,  officers,  or  stock¬ 
holders. 

“approval  op  organization  certificate 
“Sec.  5.  The  organization  certificate  shall  be  presented 
to  the  Director  for  approval.  Before  any  organization  cer¬ 
tificate  is  approved,  an  appropriate  investigation  shall  be 
made  for  the  purpose  of  determining  (1)  whether  the  or¬ 
ganization  certificate  conforms  to  the  provisions  of  this  Act; 
(2)  the  general  character  and  fitness  of  the  subscribers 
thereto;  and  (3)  the  economic  advisability  of  establishing 
the  proposed  Federal  credit  union.  Upon  approval  of  such 
organization  certificate  by  the  Director  it  shall  be  the  char¬ 
ter  of  the  corporation,  and  one  of  the  originals  thereof  shall 
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1  be  delivered  to  the  corporation  after  the  payment  of  the  fee 

2  required  therefor.  Upon  such  approval  the  Federal  credit 

3  union  shall  be  a  body  corporate  and  as  such,  subject  to  the 

4  limitations  herein  contained,  shall  be  vested  with  all  of  the 

5  powers  and  charged  with  all  of  the  liabilities  conferred  and 

6  imposed  by  this  Act  upon  corporations  organized  hereunder. 

7  “pees 

8  “Sec.  6.  For  the  purpose  of  paying  the  costs  incident 

9  to  the  ascertainment  of  whether  an  organization  certificate 

10  should  be  approved,  the  subscribers  to  any  such  certificate 

11  shall  pay,  at  the  time  of  filing  their  organization  certificate, 

12  the  amount  prescribed  by  the  Director,  which  shall  not 

13  exceed  $20  in  any  case ;  and  on  the  approval  of  any 

14  organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 

15  later  than  January  81  of  each  calendar  year,  each  Federal 

16  credit  union  shall  pay  to  the  Bureau,  for  the  preceding 

17  calendar  year,  a  supervision  fee  in  accordance  with  a  grad- 

18  uated  scale  prescribed  by  regulation  on  the  basis  of  assets 

19  as  of  December  31  of  such  preceding  year,  but  such  fee 

20  shall  in  no  event  be  less  than  $10  nor  more  than  the  appli- 

21  cable  amount  specified  in  the  following  table: 

“Total  assets  Maximum  fee 

$500,000  or  less -  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000__  $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 -  $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 
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All  such  fees  shall  be  deposited  with  the  Treasurer  of  the 
Uruted  States  for  the  account  of  the  Bureau  and  may  be 
expended  by  the  Director  for  such  administrative,  super¬ 
visory,  and  other  expenses  incurred  in  carrying  out  the  pro¬ 
visions  of  this  Act  as  he  may  determine  to  be  proper,  the 
purpose  of  such  fees  being  to  defray  such  expenses  as  far 
as  practicable.  No  annual  supervision  fee  shall  be  payable 
by  a  Federal  credit  union  with  respect  to  the  year  in  which 
its  charter  is  issued,  or  in  which  final  distribution  is  made 
in  its  liquidation  or  the  charter  is  otherwise  canceled. 
“reports  and  examinations 
“Sec.  7.  Federal  credit  unions  shall  be  under  the 
supervision  of  the  Director,  and  shall  make  financial  reports 
to  him  as  and  when  he  may  require,  but  at  least  annually. 
Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records 
accessible  to,  any  person  designated  by  the  Director.  The 
Director  shall  fix  a  scale  of  examination  fees  to  be  paid 
by  Federal  credit  unions,  giving  due  consideration  to  the 
time  and  expense  incident  to  such  examinations,  and  to 
the  ability  of  Federal  credit  unions  to  pay  such  fees,  which 
fees  shall  be  assessed  against  and  paid  by  each  Federal 
credit  union  promptly  after  the  completion  of  such  exami¬ 
nation.  Examination  fees  collected  under  the  provisions  of 
this  section  shall  be  deposited  to  the  credit  of  the  special 
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fund  created  by  section  6,  and  shall  be  available  for  the 
purposes  specified  in  such  section. 

“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succession 
in  its  corporate  name  during  its  existence  and  shall  have 
power — 

“(1)  to  make  contracts; 

“  (2)  to  sue  and  be  sued; 

“(3)  to  adopt  and  use  a  common  seal  and  alter 
the  same  at  pleasure; 

“(4)  to  purchase,  hold,  and  dispose  of  property 
necessary  or  incidental  to  its  operations; 

“(5)  to  make  loans  with  maturities  not  exceeding 
five  years  to  its  members  for  provident  or  productive 
purposes  upon  such  terms  and  conditions  as  this  Act 
and  its  bylaws  provide  and  as  the  credit  committee  or 
a  loan  officer  may  approve,  at  rates  of  interest  not  ex¬ 
ceeding  1  per  centum  per  month  on  unpaid  balances, 
inclusive  of  all  charges  incident  to  making  the  loan; 
except  that  no  loans  to  a  director  or  member  of  the 
supervisory  or  credit  committee  shall  exceed  the  amount 
of  his  holdings  in  the  Federal  credit  union  as  represented 
by  shares  thereof  plus  the  total  unencumbered  and  un- 
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pledged  shareholdings  in  the  Federal  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such 
director  or  committee  member.  No  director  or  member 
of  the  supervisory  or  credit  committee  shall  endorse  for 
borrowers.  A  borrower  may  repay  his  loan,  prior  to 
maturity,  in  whole  or  in  part  on  any  business  day.  The 
taking,  receiving,  reserving,  or  charging  of  a  rate  of 
interest  greater  than  is  allowed  by  this  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire 
interest  which  the  note,  bill,  or  other  evidence  of  debt 
carries  with  it,  or  which  has  been  agreed  to  be  paid 
thereon.  If  such  greater  rate  of  interest  has  been  paid, 
the  person  by  whom  it  has  been  paid,  or  his  legal  repre¬ 
sentatives,  may  recover  back  from  the  credit  union  taking 
or  receiving  the  same,  in  an  action  in  the  nature  of  an 
action  of  debt,  the  entire  amount  of  interest  paid;  but 
such  action  must  be  commenced  within  two  years 
from  the  time  the  usurious  collection  was  made. 
Loans  shall  be  paid  or  amortized  in  accordance  with 
rules  and  regulations  prescribed  by  the  Director  after 
taking  into  account  the  needs  or  conditions  of  the  bor¬ 
rowers,  the  amounts  and  duration  of  the  loans,  the  in¬ 
terests  of  the  members  and  the  credit  unions,  and  such 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


8 


other  factors  as  the  Director  deems  relevant,  but  such 
rules  and  regulations  shall  not  require  payments  more 
frequently  than  annually; 

“(6)  to  receive  from  its  members  payments  on 
shares ; 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively 
to  members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (0)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  or  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation; 

“(8)  to  make  deposits  in  national  hanks  and  in 
State  hanks,  trust  companies,  and  mutual  savings  banks 
operating  in  accordance  with  the  laws  of  the  State  in 
which  the  Federal  credit  union  does  business; 

“  (9)  to  borrow,  in  accordance  with  such  rules  and 
regulations  as  may  he  prescribed  by  the  Director,  from 
any  source,  in  an  aggregate  amount  not  exceeding  50 
per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit  union  may 
discount  with  or  sell  to  any  Federal  intermediate  credit 
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bank  an}^  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital ; 

“  (10)  to  levy  late  charges,  in  accordance  with  the 
bylaws,  for  failure  of  members  to  meet  promptly  their 
obligations  to  the  Federal  credit  union; 

“  (11)  to  impress  and  enforce  a  lien  upon  the  shares 
and  dividends  of  any  member,  to  the  extent  of  any  loan 
made  to  him  and  any  dues  or  charges  payable  by  him; 

“  ( 12)  in  accordance  with  rules  and  regulations  pre¬ 
scribed  by  the  Director,  to  sell  to  members  negotiable 
checks  (including  travelers  checks)  and  money  orders, 
and  to  cash  checks  and  money  orders  for  members,  for 
a  fee  which  does  not  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service ;  and 

“(13)  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on 
effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

i  _ 

“Sec.  9.  In  order  to  simplify  the  organization  of  Fed¬ 
eral  credit  unions  the  Director  shall  from  time  to  time  cause 
to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by 
Federal  credit  union  incorporators,  and  shall  be  supplied  to 
them  on  request.  At  the  time  of  presenting  the  organization 
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certificate  the  incorporators  shall  also  submit  proposed  by¬ 
laws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  con¬ 
sist  of  the  incorporators  and  such  other  persons  and  incor¬ 
porated  and  unincorporated  organizations,  to  the  extent 
permitted  by  rules  and  regulations  prescribed  by  the  Di¬ 
rector,  as  may  be  elected  to  membership  and  as  such  shall, 
each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee;  except  that 
Federal  credit  union  membership  shall  be  limited  to  groups 
having  a  common  bond  of  occupation  or  association,  or  to 
groups  within  a  well-defined  neighborhood,  community,  or 
rural  district.  Shares  may  be  issued  in  joint  tenancy  with 
right  of  survivorship  with  any  persons  designated  by  the 
credit  union  member,  but  no  joint  tenant  shall  be  permitted 
to  vote,  obtain  loans,  or  hold  office,  unless  he  is  within  the 
field  of  membership  and  is  a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions 
shall  end  December  31.  The  annual  meeting  of  each  Fed¬ 
eral  credit  union  shall  be  held  at  such  time  during  the  month 
ol  the  following  January  and  at  such  place  as  its  bylaws  shall 
prescribe.  Special  meetings  may  be  held  in  the  manner 
indicated  in  the  bylaws.  No  member  shall  be  entitled  to 
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vote  by  proxy,  but  a  member  other  than  a  natural  person 

* 

may  vote  through  an  agent  designated  for  the  purpose.  Ir¬ 
respective  of  the  number  of  shares  held  by  him,  no  member 
shall  have  more  than  one  vote. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors, 
and  a  credit  committee  of  not  less  than  three  members,  all 
to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members,  and  by  a  supervisory  committee  of  three  mem¬ 
bers,  one  of  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  board.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as 
original  appointments  to  such  committee.  All  members  of 
the  board  and  of  such  committees  shall  hold  office  for  such 
terms,  respectively,  as  the  bylaws  may  provide.  A  record  of 
the  names  and  addresses  of  the  members  of  the  board  and 
such  committees  and  of  the  officers  of  the  credit  union  shall 
be  filed  with  the  Bureau  within  ten  days  after  their  election 
or  appointment.  No  member  of  the  board  or  of  either  such 
committee  shall,  as  such,  be  compensated. 

“officers 

“Sec.  13.  At  their  first  meeting  after  the  annual  meet¬ 
ing  of  the  members,  the  directors  shall  elect  from  their  num¬ 
ber  a  president,  one  or  more  vice  presidents,  a  secretary,  and 
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1  a  treasurer,  who  shall  be  the  executive  officers  of  the  cor- 

2  poration.  No  executive  officer,  except  the  treasurer,  shall 

3  be  compensated  as  such.  The  offices  of  secretary  and  treas- 

4  urer  may  be  held  by  the  same  person.  The  duties  of  the 

5  officers  shall  be  as  determined  by  the  bylaws,  except  that  the 

6  treasurer  shall  be  the  general  manager  of  the  corporation. 

7  Before  the  treasurer  shall  enter  upon  his  duties  he  shall  give 

8  bond  with  good  and  sufficient  surety,  in  an  amount  and  char- 

9  acter  to  be  determined  by  the  board  of  directors  in  compli- 

10  ance  with  regulations  prescribed  from  time  to  time  by  the 

11  Director,  conditioned  upon  the  faithful  performance  of  his 

12  trust. 

13  “directors 

14  “Sec.  14.  The  board  of  directors  shall  meet  at  least 

15  once  a  month  and  shall  have  the  general  direction  and  con- 

16  trol  of  the  affairs  of  the  corporation.  Minutes  of  all  such 

17  meetings  shall  be  kept.  Among  other  things  they  shall  act 

18  upon  applications  for  membership ;  require  any  officer  or  em- 

19  ployee  having  custody  of  or  handling  funds  to  give  bond 

20  with  good  and  sufficient  surety  in  an  amount  and  character 

21  to  be  determined  by  the  board  of  directors  in  compliance 

22  with  regulations  prescribed  from  time  to  time  by  the  Di- 

23  rector,  and  authorize  the  payment  of  the  premium  or  pre- 

24  miums  therefor  from  the  funds  of  the  Federal  credit  union; 
fill  vacancies  in  the  board  and  in  the  credit  committee  until 
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successors  elected  at  the  next  annual  meeting  have  qualified; 
have  charge  of  investments  other  than  loans  to  members; 
determine  from  time  to  time  the  maximum  number  of  shares 
that  may  he  held  by  an  individual;  subject  to  the  limitations 
of  this  Act,  determine  the  interest  rates  on  loans  and  the 
maximum  amount  which  may  he  loaned  with  or  without 
security  to  any  member;  subject  to  such  regulations  as  may 
he  issued  by  the  Director,  authorize  an  interest  refund  to 
members  of  record  at  the  close  of  business  on  December  31 
in  proportion  to  the  interest  paid  b}7  them  during  that  year; 
and  provide  for  compensation  of  necessary  clerical  and  au¬ 
diting  assistance  requested  by  the  supervisory  committee,  and 
of  loan  officers  appointed  by  the  credit  committee.  The 
board  ma}"  appoint  an  executive  committee  of  not  less  than 
three  directors  to  act  for  it  in  the  purchase  and  sale  of  secu¬ 
rities  or  the  making  of  loans  to  other  credit  unions,  or  both. 
Such  executive  committee  or  a  membership  officer  appointed 
by  the  hoard  from  among  the  members  of  the  credit  union, 
other  than  the  treasurer,  an  assistant  treasurer,  or  a  loan  offi¬ 
cer,  may  be  authorized  by  the  board  to  approve  applications 
for  membership  under  such  conditions  as  the  hoard  ma}r  pre¬ 
scribe;  except  that  such  committee  or  membership  officer  so 
authorized  shall  submit  to  the  hoard  at  each  monthly  meet¬ 
ing  a  list  of  approved  or  pending  applications  for  member¬ 
ship  received  since  the  previous  monthly  meeting,  together 
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with  such  other  related  information  as  the  bylaws  or  the 
hoard  may  require. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meet¬ 
ings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  to  consider  appli¬ 
cations  for  loans.  Reasonable  notice  of  such  meetings  shall 
he  given  to  all  members  of  the  committee.  No  loan  shall  be 
made  unless  it  is  approved  by  a  majority  of  the  entire  com¬ 
mittee  and  by  all  members  of  the  committee  who  are  present 
at  the  meeting  at  which  the  application  is  considered ;  except 
that  the  credit  committee  may  appoint  one  or  more  loan  offi¬ 
cers,  and  delegate  to  him  or  them  the  power  to  approve  loans 
up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if 
such  excess  is  fully  secured  by  unpledged  shares.  Each 
loan  officer  shall  furnish  to  the  credit  committee  a  record 
of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All 
loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by 
the  credit  committee.  No  individual  shall  have  authority  to 
disburse  funds  of  the  Federal  credit  union  for  any  loan  which 
has  been  approved  by  him  in  his  capacity  as  a  loan  officer. 
Not  more  than  one  member  of  the  credit  committee  may 
be  appointed  as  a  loan  officer.  Applications  for  loans 
shall  be  made  on  forms  prepared  by  such  committee, 


1  which  shall  set  forth  the  purpose  for  which  the  loan  is 

2  desired,  the  security,  if  any,  and  such  other  data  as  may 

3  be  required.  No  loan  shall  be  made  to  any  member  which 

4  causes  such  member  to  become  indebted  to  the  Federal 

5  credit  union  in  an  aggregate  amount,  upon  loans  made  to 

6  such  member,  which  is  in  excess  of  $200  or  10  per  centum 

7  of  the  credit  union’s  paid-in  unimpaired  capital  and  surplus, 

8  whichever  is  greater,  or  in  excess  of  $1,000  unless  such  ex- 

9  cess  over  $1,000  is  adequately  secured.  For  the  purposes 

10  of  this  section  an  assignment  of  shares  or  the  endorsement 

11  of  a  note  shall  be  deemed  security. 

12  “supervisory  committee 

13  “Sec.  16.  The  supervisory  committee  shall  make  or 
cause  to  be  made,  at  least  quarterly,  an  examination  of  the 

1^  affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
16  books;  shall  make  or  cause  to  be  made  a  report  of  its 
11  quarterly  examination  to  the  board  of  directors;  shall  make 

18  or  cause  to  be  made  an  annual  audit,  a  report  of  which 

19  shall  be  submitted  to  the  members  at  the  next  annual  meet- 

20  ing  of  the  corporation;  may  suspend  by  a  unanimous  vote 

21  any  officer  of  the  corporation  or  any  member  of  the  credit 

22  committee  or  of  the  board  of  directors,  until  the  next  mem- 

23  bers’  meeting,  which  members’  meeting  shall  be  held  not 

24  less  than  seven  nor  more  than  fourteen  days  after  such 

25  suspension  and  at  which  meeting  such  suspension  shall  be 


T  • — 
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1  acted  upon  by  the  members;  and  may  call  by  a  majority 

2  vote  a  special  meeting  of  the  shareholders  to  consider 

3  any  violation  of  this  Act,  the  charter,  or  the  bylaws,  or 

4  any  practice  of  the  corporation  deemed  by  the  supervisory 

5  committee  to  be  unsafe  or  unauthorized.  Any  member  of 

6  the  supervisory  committee  may  be  suspended  by  the 

7  board  of  directors.  The  members  shall  decide,  at  a  meet- 

8  ing  held  not  less  than  seven  nor  more  than  fourteen  days 

9  after  any  such  suspension,  whether  the  suspended  com- 

10  mittee  member  shall  be  removed  from  or  restored  to  the 

11  supervisory  committee.  The  supervisory  committee  shall 

12  cause  the  passbooks  and  accounts  of  the  members  to  be 

13  verified  with  the  records  of  the  treasurer  from  time  to  time, 

14  and  not  less  frequently  than  once  every  two  years.  As  used 
lb  in  this  section,  the  term  ‘passbook’  shall  include  any  book, 
lb  statement  of  account,  or  other  record  approved  by  the  Di- 
11  rector  for  use  by  Federal  credit  unions, 

18  “reserves 

19  “Sec.  17.  All  entrance  fees  and  charges  provided  by  the 

20  bylaws  and  20  per  centum  of  the  net  earnings  of  each  divi- 

21  dend  period,  before  the  declaration  of  any  dividends,  shall  be 

22  set  aside  as  a  regular  reserve  against  losses  on  bad  loans  and 

23  such  other  losses  as  may  be  specified  in  the  bylaws  in  accord- 

24  ance  with  regulations  prescribed  under  this  Act:  Provided, 
2b  hoivever,  That  when  the  regular  reserve  thus  established  shall 
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equal  10  per  centum  of  the  total  amount  of  members’  share¬ 
holdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  ex¬ 
cess  of  20  per  centum  of  the  net  earnings  as  may  he  needed 
to  maintain  this  10  per  centum  ratio  shall  continue  to  be 
transferred.  In  addition  to  such  regular  reserve,  special  re¬ 
serves  to  protect  the  interests  of  members  shall  be  established 
when  required  (1)  by  regulation,  or  (2)  in  any  special 
case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may 
provide,  and  after  provision  for  the  required  reserves,  the 
board  of  directors  may  declare  a  dividend  to  be  paid  from 
the  remaining  net  earnings.  Such  dividend  shall  be  paid  on 
all  paid-up  shares  outstanding  at  the  end  of  the  period  for 
which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  dividend  period  and  are  outstanding  at 
the  close  of  the  period  shall  be  entitled  to  a  proportional  part 
of  such  dividend.  Dividend  credit  for  a  month  may  he  ac¬ 
crued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  five  days  of  that  month. 

“expulsion  and  withdkawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds 
vote  of  the  members  of  a  Federal  credit  union  present  at 
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a  special  meeting  called  for  the  purpose,  but  only  after  an 
opportunity  has  been  given  him  to  be  heard.  Withdrawal 
or  expulsion  of  a  member  shall  not  operate  to  relieve  him 
from  liability  to  the  Federal  credit  union.  The  amount  to 
be  paid  a  withdrawing  or  expelled  member  by  a  Federal 
credit  union  shall  be  determined  and  paid  in  the  manner 
specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor 
or  in  trust,  subject  to  such  conditions  as  may  be  prescribed 
by  the  bylaws.  When  shares  are  issued  in  trust,  the  name 
of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  poivers  of  director 
“Sec.  21.  (a)  The  Director  may  prescribe  rules  and 
regulations  for  the  administration  of  this  Act  (including, 
but  not  by  way  of  limitation,  the  merger,  consolidation, 
and  dissolution  of  corporations  organized  under  this  Act) . 

“(b)  (1)  The  Director  may  suspend  or  revoke  the 
charter  of  any  Federal  credit  union,  or  place  the  same  in 
involuntary  liquidation  and  appoint  a  liquidating  agent  there¬ 
for,  upon  his  finding  that  the  organization  is  bankrupt  or 
insolvent,  or  has  violated  any  of  the  provisions  of  its  charter, 
its  bylaws,  this  Act,  or  any  regulations  issued  thereunder. 
“(2)  The  Director,  through  such  persons  as  he  shall 
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designate,  may  examine  any  Federal  credit  union  in  volun¬ 
tary  liquidation  and,  upon  his  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  termi¬ 
nate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent 
therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  au¬ 
thority,  subject  to  the  control  and  supervision  of  the  Director 
and  under  such  rules  and  regulations  as  the  Director  may 
prescribe,  (A)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the 
Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  liquidation,  and 
defend  such  actions  as  may  be  brought  against  him  as 
liquidating  agent  or  against  the  Federal  credit  union;  (B) 
to  receive,  examine,  and  pass  upon  all  claims  against  the 
Federal  credit  union  in  liquidation,  including  claims  of  mem¬ 
bers  on  shares;  (0)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and 
(D)  to  execute  such  documents  and  papers  and  to  do  such 
other  acts  and  things  which  he  may  deem  necessary  or 
desirable  to  discharge  his  duties  hereunder. 
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“(4)  Subject  to  the  control  and  supervision  of  the 
Director  and  under  such  rules  and  regulations  as  the  Director 
may  prescribe,  the  liquidating  agent  of  a  Federal  credit 
union  in  involuntary  liquidation  shall  (A)  cause  notice  to 
he  given  to  creditors  and  members  to  present  their  claims 
and  make  legal  proof  thereof,  which  notice  shall  he  published 
once  a  week  in  each  of  three  successive  weeks  in  a  news¬ 
paper  of  general  circulation  in  each  county  in  which  the 
Federal  credit  union  in  liquidation  maintained  an  office  or 
branch  for  the  transaction  of  business  on  the  date  it  ceased 
unrestricted  operations;  except  that  whenever  the  aggre¬ 
gate  book  value  of  the  assets  and  property  of  a  Federal 
credit  union  in  involuntary  liquidation  is  less  than  $1,000, 
unless  the  Director  shall  find  that  its  books  and  records  do 
not  contain  a  true  and  accurate  record  of  its  liabilities,  he 
shall  declare  such  Federal  credit  union  in  liquidation  to  be 
a  ‘no  publication’  liquidation,  and  publication  of  notice  to 
creditors  and  members  shall  not  be  required  in  such  case; 
(B)  from  time  to  time  make  a  ratable  dividend  on  all  such 
claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi¬ 
cated  in  a  court  of  competent  jurisdiction  and,  after  the 
assets  of  such  organization  have  been  liquidated,  make  fur¬ 
ther  dividends  on  all  claims  previously  proved  or  adjudi¬ 
cated,  and  he  may  accept  in  lieu  of  a  formal  proof  of  claim 
on  behalf  of  any  creditor  or  member  the  statement  of  any 
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1  amount  due  to  such  creditor  or  member  as  shown  on  the 

2  books  and  records  of  the  credit  union;  but  all  claims  not  filed 

3  before  payment  of  the  final  dividend  shall  be  barred  and 

4  claims  rejected  or  disallowed  by  the  liquidating  agent  shall 

5  be  likewise-  barred  unless  suit  be  instituted  thereon  within 

6  three  months  after  notice  of  rejection  or  disallowance;  and 

7  (C)  in  a  ‘no  publication’  liquidation,  determine  from  all 

8  sources  available  to  him,  and  within  the  limits  of  available 

9  funds  of  the  Federal  credit  union,  the  amounts  due  to  credi- 

10  tors  and  members,  and  after  sixty  days  shall  have  elapsed 

11  from  the  date  of  his  appointment  distribute  the  funds  of  the 

12  Federal  credit  union  to  creditors  and  members  ratably  and  as 

t 

13  their  interests  may  appear. 

14  “  (5)  Upon  certification  by  the  liquidating  agent  in  the 

15  case  of  an  involuntary  liquidation,  and  upon  such  proof  as 

16  shall  be  satisfactory  to  the  Director  in  the  case  of  a  voluntary 

17  liquidation,  that  distribution  has  been  made  and  that  liqui- 

18  dation  has  been  completed,  as  provided  herein,  the  Director 
39  shall  cancel  the  charter  of  such  Federal  credit  union;  but  the 

20  corporate  existence  of  the  Federal  credit  union  shall  continue 

21  for  a  period  of  three  years  from  the  date  of  such  cancellation 

22  of  its  charter,  during  which  period  the  liquidating  agent,  or 
28  his  duly  appointed  successor,  or  such  persons  as  the  Director 

24  shall  designate,  may  act  on  behalf  of  the  Federal  credit  union 

25  for  the  purpose  of  paying,  satisfying,  and  discharging  any 
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existing  liabilities  or  obligations,  collecting  and  distributing 
its  assets,  and  doing  all  other  acts  required  to  adjust  and 
wind  up  its  business  and  affairs,  and  it  may  sue  and  be  sued 
in  its  corporate  name. 

“  (c)  After  the  expiration  of  five  years  from  the  date 
of  cancellation  of  the  charter  of  a  Federal  credit  union  the 
Director  may,  in  his  discretion,  destroy  any  or  all  books  and 
records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  any  and  all  duties 
vested  in  him  hereby,  through  such  persons  as  he  shall  desig¬ 
nate  or  employ;  and  he  may  delegate  to  any  person  or  per¬ 
sons,  including  any  institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance  and  discharge 
of  any  authority,  power,  or  function  vested  in  him  by  this 
Act. 

“(e)  All  books  and  records  of  Federal  credit  unions 
shall  be  kept  and  reports  shall  be  made  in  accordance  with 
forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations 
and  to  conduct  researches  and  studies  of  the  problems  of 
persons  of  small  means  in  obtaining  credit  at  reasonable 
rates  of  interest,  and  of  the  methods  and  benefits  of  co¬ 
operative  saving  and  lending  among  such  persons.  He  is 
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further  authorized  to  make  reports  of  such  investigations 
and  to  publish  and  disseminate  the  same. 

“  (g)  Any  officer  or  employee  of  the  Bureau  is  author¬ 
ized,  when  designated  for  the  purpose  by  the  Director,  to 
administer  oaths  and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and 
directed  to  require  that  every  person  appointed  or  elected 
by  any  Federal  credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or  other  personal 
property  owned  by  a  Federal  credit  union,  or  in  its  custody 
or  control  as  collateral  or  otherwise,  give  bond  in  a  corporate 
surety  company  holding  a  certificate  of  authority  from  the 
Secretary  of  the  Treasury  under  the  Act  approved  July  30, 
1947  (6  U.S.C.,  sec.  6-13),  as  an  acceptable  surety  on 
Federal  bonds.  Any  such  bond  or  bonds  shall  be  in  a  form 
approved  by  the  Director  with  a  view  to  providing  surety 
coverage  to  the  Federal  credit  union  with  reference  to  loss 
by  reason  of  acts  of  fraud  or  dishonesty  including  forgery, 
theft,  embezzlement,  wrongful  abstraction,  or  misapplication 
on  the  part  of  the  person,  directly  or  through  connivance 
with  others,  and  such  other  surety  coverages  as  the  Director 
may  determine  to  be  reasonably  appropriate  or  as  elsewhere 
required  by  this  Act.  Any  such  bond  or  bonds  shall  be  in 
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such  an  amount  in  relation  to  the  money  or  other  personal 
property  involved  or  in  relation  to  the  assets  of  the  Federal 
credit  union  as  the  Director  may  from  time  to  time  prescribe 
by  regulation  for  the  purpose  of  requiring  reasonable  cover¬ 
age.  In  lieu  of  individual  bonds  the  Director  may  approve 
the  use  of  a  form  of  schedule  or  blanket  bond  which  covers  all 
of  the  officers  and  employees  of  a  Federal  credit  union  whose 
duties  include  the  receipt,  payment,  or  custody  of  money  or 
other  personal  property  for  or  on  behalf  of  the  Federal  credit 
union.  The  Director  may  also  approve  the  use  of  a  form 
of  excess  coverage  bond  whereby  a  Federal  credit  union 
may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 

“fiscal  agents  and  depositories 
“Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall 
act  as  fiscal  agent  of  the  United  States  and  shall  perform 
such  services  as  the  Secretary  of  the  Treasury  may  require  in 
connection  with  the  collection  of  taxes  and  other  obligations 
due  the  United  States  and  the  lending,  borrowing,  and  re¬ 
payment  of  money  by  the  United  States,  including  the  issue, 
sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United 
States;  and  to  facilitate  such  purposes  the  Director  shall  fur¬ 
nish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
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names  and  addresses  of  all  Federal  credit  unions  with  such 
other  available  information  concerning  them  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Treasury.  Any  Federal 
credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury,  shall  be  a 
depository  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  here¬ 
under,  their  property,  their  franchises,  capital,  reserves,  sur¬ 
pluses,  and  other  funds,  and  their  income  shall  be  exempt 
from  all  taxation  now  or  hereafter  imposed  by  the  United 
States  or  by  any  State,  Territorial,  or  local  taxing  authority ; 
except  that  any  real  property  and  any  tangible  personal 
property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed.  Nothing  herein 
contained  shall  prevent  holdings  in  any  Federal  credit  union 
organized  hereunder  from  being  included  in  the  valuation  of 
the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political 
subdivision  thereof  in  which  the  Federal  credit  union  is 
located;  but  the  duty  or  burden  of  collecting  or  enforcing 
the  payment  of  such  a  tax  shall  not  be  imposed  upon  any 
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1  such  Federal  credit  union  and  the  tax  shall  not  exceed  the 

2  rate  of  taxes  imposed  upon  holdings  in  domestic  credit 

3  unions. 

4  “partial  invalidity  ;  right  to  amend 

5  “Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  ap- 

6  plication  thereof  to  any  person  or  circumstance,  is  held  in- 

7  valid,  the  remainder  of  the  Act,  and  the  application  of  such 

8  provision  to  other  persons  or  circumstances,  shall  not  be 

9  affected  thereby. 

10  “(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or 

11  any  part  thereof,  or  any  charter  issued  pursuant  to  the  pro- 

12  visions  of  this  Act,  is  expressly  reserved. 

13  “space  in  federal  buildings 

14  “Sec.  25.  Upon  application  by  any  credit  union  organ- 

15  ized  under  State  law  or  by  any  Federal  credit  union  organ- 

16  ized  in  accordance  with  the  terms  of  this  Act,  at  least  95 

17  per  centum  of  the  membership  of  which  is  composed  of 

18  persons  who  either  are  presently  Federal  employees  or  were 

19  Federal  employees  at  the  time  of  admission  into  the  credit 

20  union,  and  members  of  their  families,  which  application  shall 

21  be  addressed  to  the  officer  or  agency  of  the  United  States 

22  charged  with  the  allotment  of  space  in  the  Federal  build- 

23  ings  in  the  community  or  district  in  which  such  credit  union 

24  does  business,  such  officer  or  agency  may  in  his  or  its  dis- 
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cretion  allot  space  to  such  credit  union  if  space  is  available 
without  charge  for  rent  or  services. 

“conversion  from  federal  to  state  credit  union  and 

FROM  STATE  TO  FEDERAL  CREDIT  UNION 

“Sec.  26.  (a)  A  Federal  credit  union  may  be  converted 
into  a  State  credit  union  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal  Zone,  or  the  Com¬ 
monwealth  of  Puerto  Eico,  by  complying  with  the  following 
requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be 
approved,  and  a  date  set  for  a  vote  thereon  by  the  members 
(either  at  a  meeting  to  he  held  on  such  date  or  by  written 
ballot  to  be  filed  on  or  before  such  date) ,  by  a  majority  of 
the  directors  of  the  Federal  credit  union.  Written  notice  of 
the  proposition  and  of  the  date  set  for  the  vote  shall  then 
he  delivered  in  person  to  each  member,  or  mailed  to  each 
member  at  the  address  for  such  member  appearing  on  the 
records  of  the  credit  union,  not  more  than  thirty  nor  less 
than  seven  days  prior  to  such  date.  Approval  of  the  proposi¬ 
tion  for  conversion  shall  be  by  the  affirmative  vote  of  a 
majority  of  the  members,  in  person  or  in  writing. 

“  (2)  A  statement  of  the  results  of  the  vote,  verified  by 
the  affidavits  of  the  president  or  vice  president  and  the 
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1  secretary,  shall  be  filed  with  the  Bureau  within  ten  days 

2  after  the  vote  is  taken. 

3  “(3)  Promptly  after  the  vote  is  taken  and  in  no  event 

4  later  than  ninety  days  thereafter,  if  the  proposition  for  con- 

5  version  was  approved  by  such  vote,  the  credit  union  shall 

6  take  such  action  as  may  be  necessary  under  the  applicable 

7  State  law  to  make  it  a  State  credit  union,  and  within  ten 

8  days  after  receipt  of  the  State  credit  union  charter  there  shall 

9  be  filed  with  the  Bureau  a  copy  of  the  charter  thus  issued. 

10  Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal 

11  credit  union. 

12  “(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such 

13  credit  union  shall  no  longer  be  subject  to  any  of  the  pro- 

14  visions  of  this  Act.  The  successor  State  credit  union  shall 

15  be  vested  with  all  of  the  assets  and  shall  continue  respon- 

16  sible  for  all  of  the  obligations  of  the  Federal  credit  union 

17  to  the  same  extent  as  though  the  conversion  had  not  taken 

18  place. 

19  “(b)  (1)  A  State  credit  union,  organized  under  the 

20  laws  of  any  State,  the  District  of  Columbia,  the  several 

21  Territories  and  possessions  of  the  United  States,  the  Panama 

22  Canal  Zone,  or  the  Commonwealth  of  Puerto  Bico,  may 

23  be  converted  into  a  Federal  credit  union  by  (A)  comply- 
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mg  with  all  State  requirements  requisite  to  enabling  it  to 
convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union,  (B)  filing  with  the  Bureau  proof  of  such 
compbance,  satisfactory  to  the  Director,  and  (C)  filing 
with  the  Bureau  an  organization  certificate  as  required  by 
this  Act. 

“(2)  When  the  Director  has  been  satisfied  that  all  of 
such  requirements,  and  all  other  requirements  of  this  Act, 
have  been  complied  with,  the  Director  shall  approve  the 
organization  certificate.  Upon  such  approval,  the  State 
credit  union  shall  become  a  Federal  credit  union  as  of  the 
date  it  ceases  to  be  a  State  credit  union.  The  Federal 
credit  union  shall  be  vested  with  all  of  the  assets  and 
shall  continue  responsible  for  all  of  the  obligations  of  the 
State  credit  union  to  the  same  extent  as  though  the  conver¬ 
sion  bad  not  taken  place. 

“territorial  applicability  of  act 

“Sec.  27.  The  provisions  of  this  Act  shall  apply  to  the 
several  States,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  and  the  Commonwealth  of  Puerto  Rico.” 

Sec.  2.  Section  2113  (g)  of  title  18  of  the  United  States 
Code  is  amended  by  inserting  before  the  period  at  the  end 
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1  thereof  and  any  ‘Federal  credit  union’  as  defined  in  sectioxi 

2  2  of  the  Federal  Credit  Union  Act”. 

3  Sec.  3.  The  Director  of  the  Bureau  of  Federal  Credit 

4  Unions  shall  submit  to  the  Congress  on  or  before  January  15, 

5  1960,  a  draft  of  legislation  providing  for  federally  chartered 

6  central  credit  unions. 


intent  of  Congress  that  our  own  people  should  not  be  at  any  disadvantage  in 
sharing  surplus  food  commodities."  The  bill  amends  Public  Law  480  by  insertii 
"research"  in  Sec.  104  (k)  regarding  use  of  foreign  currencies. 

Rep.  Header  and  others  discussed  the  activities  of  a  subcommittee  of  the 
Jovernment  Operations  Committee  in  investigating  the  administration  and/use  of 
wreign  aid  funds,  and  Rep.  Meader  stated  that  the  Investigation  conducted  by 
thr>s  subcommittee  "furnishes  an  excellent  example  of  the  manner  in  which  a 
weliVrun  Congressional  investigating  committee  can  make  its  contribution  to 
the  improvement  of  legislation  or  ...  of  its  administration."  ppS  12705-12 


2.  MILK.  ThdvAgri  culture  Committee  reported  with  amendment  S.  12 i 
and  extena\the  special  milk  program  (H.  Rept.  680) .  p.  1 2 7 1 j 


to  increase 


3.  WHEAT;  FOREIGN NAFFAIRS .  Received  from  this  Department  a  p/oposed  bill,  "To 

amend  the  International  Wheat  Agreement  Act  of  1949,  as /amended,  to  extend  the 
authority  contained  in  that  Act  until  July  31,  1962!,;y*fo  the  Banking  and  Cur¬ 
rency  Committee.  \.  12713 

4.  DISASTER  RELIEF.  The  ^Agriculture  Committee  reported  with  amendment  II.  R.  6861, 

to  require  contributions  by  State  governments  tor the  cost  of  feed  or  seed 
furnished  to  farmers,  ratchets,  or  stockmen  in  /Jisaster  ares  (H.  Rept.  692). 
p.  12713 

,  5.  ATOMIC  ENERGY  COMMISSION  APPROPRIATION  BILI/FOR  1960.  Passed  as  reported  this 
bill,  H.  R.  8283  (pp.  12672-83^  Rep.  J^dnsen  expressed  the  hope  that  the 
Atomic  Energy  Commission  will  "cqme  up/^ith  the  answer  as  to  how  we  can  extract 
alcohol  from  this  great  quantity  sjmrplus  grains  which  we  have  in  storage" 

(p.  12674). 

6.  PEANUTS.  The  Agriculture  Committee  re^rted  with  amendment  H.  R.  4938,  to  con¬ 
tinue  the  exemption  of  green  peanuts  frdqi  acreage  allotments  and  marketing 
quotas  (H.  Rept.  691).  p.  12/13 


7.  CREDIT  UNION.  The  Banking  and  Currency  Committee  reported  without  amendment 
_  H,  R.  8305,  to  amend  the  Federal  Credit  Union  Act  (H,  Rept,  696).  p.  12713 

Department 

»  8.  RECLAMATION.  Received /from  Interior/a  letter  relat  e  to  an  application  for  a 
loan  for  the  Weber-Box  Elder  Conservation  District  t  0gden,Utah,  pursuant  to 
the  Small  Reclamation  Projects  Act  of  1956,  as  amc  i^d.  p.  12713 


9.  FOREIGN  TRADE.  Received  the  annual  report  of  the  Tarif 
operation  of  the  Trade  Agreements  Program,  p.  12713 


.Commission  on  the 


10.  SURPLUS  PROPERTY.  Received  from  GSA  a  proposed  bill  "to  ame 
Property  Administrative  Services  Act  of  1949,  to  promote  the 
excess  property,  and  to  simplify  the  reimbursement  procedure 
such  property";  to  Government  Operations  Committee,  p.  12713 


ADMINISTRATIVE  AUTHORITY.  Received  from  the  Florida  Legislature  a 
relative  to  the  authority  delegated  to  administrative  officers  of 
jencies  and  its  application  to  effectuate  the  provisions  of  Federal 
'P.  12714 


the  Federal 
ilization  of 
transfer  of 


ederal 

tutes. 


PERSONNEL;  TRAVEL.  As  reported  H.  R.  5196,  to  increase  the  maximum  rates  of 
per  diem  travel  allowance  for  Federal  employees,  provides  as  follows:  In¬ 
creases  the  maximum  per  diem  allowance  for  subsistence  and  travel  expenses  for 
regular  Government  employees  from  the  present  $12  per  day  to  $15  per  day. 
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securit 


HOUSE 

JRITY,  Received  the  conference  report  on  II.  R.  7500,  the\mutual 
authorization  bill  for  1959  (U.  Rept.  695).  pp.  12660-70,  \2713 


As/reported  by  the  conferees,  the  bill  authorizes  $3,556,200,000  fbr  the 
fiscal  year  1960  as  well  as  $1,100,000,000  for  advances  to  the  Development  Loan 
*Vd  during  the  fiscal  year  1961.  It  earmarks  $175  million  of  1960  mutukf 
security  funds  to  finance  U,  S.  surplus  agricultural  commodities  and  authorizes 
their  grant  as  well  as  sale.  The  Humphrey  amendment  regarding  availability  of 
commodities  for  domestic  relief  if  available  for  foreign  aid,  was  adopted  in 
modified  form  that  (according  to  the  House  conferees)  "allows  sufficient  flexiX 
bility  in  the  administration  of  the  program  and  at  the  same  time  indicates  the 
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July  21,  1959. — Committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  and  ordered  to  be  printed 
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FEDERAL  CREDIT  UNION  ACT 


(Hon.  Wright  Patman,  chairman)  held  hearings  on  H.R.  5777  and 
related  bills  on  May  11,  12,  and  13.  H.R.  8305  is  a  clean  bill,  intro¬ 
duced  by  Hon.  Brent  Spence,  chairman  of  the  full  Banking  and  Cur¬ 
rency  Committee,  incorporating  amendments  agreed  to  by  the  full 
committee,  after  considering  H.R.  5777  as  reported  to  it  by  Sub¬ 
committee  No.  3. 

HISTORY  OF  CREDIT  UNIONS 

This  year  marks  the  50th  anniversary  of  the  first  State  credit  union 
law  and  the  25th  anniversary  of  the  Federal  Credit  Union  Act.  The 
Federal  Credit  Union  Act,  passed  in  1934,  has  proved  to  be  a  most 
workable  and  worthwhile  program  which  has  assisted  over  5  million 
of  our  citizens  in  meeting  in  part  their  growing  credit  needs  and  at 
the  same  time  encouraging  them  to  save. 

The  first  credit  union  in  the  United  States  was  organized  in  Man¬ 
chester,  N.H.,  in  1909  with  the  first  law  in  the  United  States  on  this 
subject  being  passed  in  the  State  of  Massachusetts  in  the  same  year. 
The  sponsors  of  this  law,  Pierre  Jay,  then  banking  commissioner  of 
Massachusetts,  and  Edward  A.  Filene,  a  prominent  Boston  philan¬ 
thropist,  firmly  espoused  credit  unions  as  a  method  by  which  people 
with  limited  financial  means  could  gain  a  larger  share  of  control  over 
their  own  economic  destinies. 

Today  there  are  more  than  9,000  Federal  credit  unions  operating 
in  the  United  States  and  its  Territories  and  possessions,  including  the 
District  of  Columbia,  with  a  membership  of  over  5  million.  Although 
the  Federal  Credit  Union  Act  has  been,  law  for  only  25  of  the  50  years 
credit  unions  have  operated  in  the  United  States,  almost  half  of  the 
20,000  credit  unions  which  have  been  organized  in  this  country  have 
been  chartered  by  the  Federal  Government. 

As  of  December  31,  1958,  Federal  credit  unions  had  assets  estimated 
at  more  than  $2  billion  and  are  growing  at  a  rate  of  approximately 
$300  million  each  year.  It  is  also  important  to  note  that  during  the 
past  25  years,  less  than  one-fifth  of  1  percent  of  the  dollar  amount 
loans  made  by  Federal  credit  unions  have  been  charged  off  as  losses. 

AMENDMENTS  TO  FEDERAL  CREDIT  UNION  ACT 

Although  the  Federal  Credit  Union  Act  has  proven  to  be  a  re¬ 
markably  effective  instrument  during  the  25  years  in  which  it  has 
operated,  it  has  not  kept  pace  in  many  respects  with  the  changes  in 
our  economy  and  the  evolving  needs  of  credit  unions  and  their  mem¬ 
bers  which  have  risen  during  this  period.  Accordingly  the  committee 
is  recommending  a  series  of  specific  amendments  which  are  designed 
to  bring  the  act  in  tune  with  today’s  economy.  The  effect  of  these 
changes  and  the  reasons  for  proposing  them  are  discussed  in  the 
following  paragraphs. 

LOAN  MATURITY 

Section  7  (5)  of  the  act  is  changed  to  raise  the  maximum  maturity 
for  loans  by  Federal  credit  unions  from  3  years  to  5  years,  and  to  give 
the  Bureau  of  Federal  Credit  Unions  authority  to  regulate  amortiza¬ 
tion  of  loans.  This  amendment  would  allow  Federal  credit  unions 
to  more  adequately  meet  the  demands  of  their  members  for  various 
types  of  loans.  For  instance,  a  5-year  loan  maturity  on  home  repair 
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and  modernization  loans  would  be  more  feasible  for  many  credit  union 
members.  Also,  there  are  many  occasions  when  a  credit  union  mem¬ 
ber  has  suffered  a  series  of  financial  catastrophes  and  wishes  to  borrow 
additional  funds  or  consolidate  his  debts  but  is  realistically  unable  to 
liquidate  such  an  obligation  within  a  3-year  period.  Under  these 
conditions,  if  the  member  is  of  sound  character,  the  credit  union  often 
wishes  to  extend  a  longer  term  loan.  Such  loans  can  be  a  sound  use 
of  credit  and  are  consistent  with  the  fundamental  purposes  and  goals 
of  credit  unions. 

The  Director  of  the  Bureau  of  Federal  Credit  Unions  testified  that 
he  had  no  objection  to  this  extension  of  loan  maturities,  but  pointed 
out  that  the  key  to  proper  liquidity  and  solvency  is  the  systematic 
amortization  of  loan  receivables.  At  the  Director’s  suggestion,  your 
committee  added  to  section  7(5)  authority  for  the  Director  to  pre¬ 
scribe  rules  and  regulations  governing  loan  amortization,  with  the 
limitation  that  he  may  not  require  payments  more  frequently  than 
annually. 

LOANS  TO  DIRECTORS 

Section  7(5)  is  also  amended  to  raise  the  limit  on  loans  a  Federal 
credit  union  may  make  to  its  directors  and  members  of  its  supervisory 
committee  or  credit  committee.  The  act  now  limits  such  loans  to  the 
amount  of  the  shareholdings  of  the  director  or  member  concerned. 
The  amendment  raises  the  limit  to  cover,  in  addition,  the  amount  of 
any  shareholdings  of  any  other  member  of  the  credit  union  that  are 
pledged  as  security  for  the  loan.  The  present  limit  in  the  act  places 
a  hardship  on  those  officials  who  are  willing  to  render  volunteer  service 
but  have  the  same  credit  needs  as  other  members  of  the  credit  union. 
Testimony  before  your  committee  indicated  many  credit  union  officials 
have  been  forced  to  resign  from  office  because  they  required  a  loan  in 
excess  of  their  personal  shareholdings.  Also,  many  capable  and  ex¬ 
perienced  members  are  reluctant  to  assume  office  due  to  the  present 
restrictions.  As  a  result,  credit  unions  often  lose  the  benefit  of  the 
most  capable  leadership.  This  weakness  would  be  remedied  to  a  large 
degree  by  the  proposed  liberalization,  and  at  the  same  time  due  regard 
for  the  safety  of  the  funds  of  the  credit  union  would  be  retained. 

AUTHORITY  TO  CASH  AND  SELL  CHECKS 

A  new  section  7(12)  is  added  to  the  act  to  authorize  a  Federal  credit 
union  to  cash  and  sell  checks  for  a  fee,  as  a  service  to  members  of  the 
credit  union.  Under  present  law,  cashing  and  selling  checks  is  not 
authorized,  except  in  connection  with  some  other  transaction  the 
credit  union  has  authority  to  carry  out.  The  Director  of  the  Bureau 
has  ruled  that  Federal  credit  unions  may  not  charge  a  fee  for  cashing 
or  selling  checks.  Credit  unions  throughout  the  country  had  been 
engaged  in  this  activity  and  the  ruling  has  created  considerable  hard¬ 
ship.  The  activity,  which  is  desired  and  requested  by  the  members, 
results  in  certain  direct  and  indirect  costs.  It  is  only  fair  and  equitable 
that  these  costs  should  be  borne  by  those  directly  availing  themselves 
of  the  service  rather  than  by  the  general  membership.  This  principle 
has  been  accepted  by  the  credit  unions  directly  involved  and  as  the 
owners  of  the  credit  unions,  they  should  have  the  right  to  provide  this 
service  for  themselves. 
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SUPERVISORY  COMMITTEE 

Sections  12  and  16  include  changes  relating  to  the  supervisory  com¬ 
mittee,  one  of  the  three  bodies  established  by  law  to  manage  Federal 
credit  unions.  Under  present  law,  the  supervisory  committee  is  elected 
by  the  members  of  the  credit  union;  the  bill  would  change  this  to 
provide  for  appointment  by  the  credit  union’s  board  of  directors,  and 
would  bar  the  treasurer  of  the  credit  union  from  serving  on  the  super¬ 
visory  committee.  It  would  further  provide  the  members  of  the 
supervisory  committee  may  be  suspended  by  the  board  of  directors, 
subject  to  approval  of  the  membership. 

The  board  of  directors  has  the  responsibility  for  the  general  direction 
and  control  of  the  affairs  of  the  credit  union.  The  present  law  limits 
its  ability  to  properly  discharge  this  responsibility  in  instances  where 
an  elected  supervisory  committee  is  not  functioning  in  an  effective 
manner  and  in  accordance  with  prescribed  procedure.  The  recom¬ 
mended  changes  would  allow  for  the  appointment  of  qualified  persons 
to  the  committee  by  the  board  and  would  charge  the  board  with  more 
direct  responsibility  for  supervisory  committee  performance. 

OFFICERS 

Section  13  is  amended  to  authorize  election  of  one  or  more  vice 
presidents  of  a  Federal  credit  union  (present  law  authorizes  only  one) ; 
change  the  title  of  “clerk”  to  “secretary”;  and  provide  that  no  execu¬ 
tive  officer  other  than  the  treasurer  may  be  paid  for  his  services  (this 
conforms  with  existing  practice).  The  authorization  of  additional 
vice  presidents  would  be  of  particular  significance  to  credit  unions 
which  require  an  additional  cosignatory  on  checks.  The  change  in 
title  from  “clerk”  to  “secretary”  would  be  more  descriptive  of  the 
function  of  the  position,  and  add  dignity  and  stature  to  the  office. 
The  amendment  specifying  that  the  executive  officers  other  than  the 
treasurer  shall  serve  without  pay  would  write  into  law  a  long-standing 
principle  of  credit  union  operations.  This  principle  is  now  embodied 
in  the  standard  bylaws,  which  must  be  approved  by  the  Bureau;  but 
your  committee  feels  that  it  should  be  embodied  in  the  law  itself. 

DELEGATION  OF  FUNCTIONS  OF  BOARD  OF  DIRECTORS 

Section  14  is  amended  to  authorize  the  board  of  directors  to  appoint 
an  executive  committee  of  not  less  than  three  directors,  to  act  for  the 
board  in  buying  and  selling  securities,  making  loans  to  other  credit 
unions,  or  approving  applications  for  membership.  The  function  of 
approving  membership  applications  could  be  delegated,  instead,  to  a 
membership  officer  appointed  by  the  board  of  directors  from  among 
the  members  of  the  credit  union  (excluding  the  treasurer  or  any 
assistant  treasurer  or  loan  officer).  The  board  of  directors  usually 
meets  only  once  a  month.  These  changes  would  allow  action  more 
promptly  in  limited  areas,  where  authorized  by  the  board.  Thus, 
credit  unions  could  make  their  services  and  benefits  available  more 
quickly  to  applicants  for  membership,  either  by  authorizing  applica¬ 
tions  to  be  approved  by  the  executive  committee,  or  by  appointing  a 
membership  officer  for  that  purpose.  Similarly,  investments  and 
loans  to  other  credit  unions  could  be  handled  more  effectively  under 
the  new  amendment. 
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COMPENSATION  FOR  EMPLOYEES 


Section  14  would  also  authorize  the  board  of  directors  to  provide 
for  compensation  for  loan  officers  (a  new  position  created  by  sec.  15, 
explained  below)  and  necessary  clerical  and  auditing  assistance 
requested  by  the  supervisory  committee.  This  would  assist  the 
supervisory  committee  in  functioning  more  effectively.  This  com¬ 
mittee,  which  is  charged  with  the  responsibility  for  making  regular 
internal  audits  of  the  credit  union,  often  requires  outside  assistance. 
Compensation  for  loan  officers  who  would  take  some  of  the  burden 
off  the  credit  committee  is  based  upon  the  same  principle. 


LOAN  OFFICERS 

Section  15  is  amended  to  provide  for  appointment  by  the  credit 
committee  of  one  or  more  loan  officers  to  approve  loans  up  to  the 
unsecured  loan  limit,  or  over  the  limit  if  the  excess  is  fully  secured 
by  unpledged  shares.  Under  present  law  all  loans  must  be  approved 
by  the  credit  committee.  This  amendment  would  provide  a  realistic, 
practicable  means  of  reducing  the  burden  upon  the  credit  committee 
in  credit  unions  having  a  large  and  continually  increasing  volume  of 
loan  activity.  Also,  due  to  the  fact  that  the  committee,  which  is  not 
compensated,  is  often  scattered  and  finds  it  difficult  to  meet  fre¬ 
quently  and  on  short  notice,  proper  consideration  and  prompt  loan 
service  in  emergencies  is  not  feasible.  A  loan  officer  would  be  in  a 
position  to  move  quickly  in  instances  of  this  nature.  The  credit 
committee  would  be  fully  apprised  of  his  activities  since  he  would  be 
required  to  furnish  them  with  a  record  of  all  loan  applications  ap¬ 
proved  and  of  loan  applications  not  approved  within  7  days  of  such 
action.  Loan  applications  not  approved  by  the  loan  officer  would 
be  acted  on  by  the  credit  committee.  If  it  desired  to  do  so,  the 
credit  committee  could  appoint  the  treasurer  or  an  assistant  treasurer 
as  loan  officer. 

UNSECURED  LOAN  LIMIT 

Section  15  is  also  amended  to  raise  the  unsecured  loan  limit  from 
$400  to  $1,000.  This  change  woidd  allow  credit  unions  more  effec¬ 
tively  to  satisfy  the  consumer  credit  needs  of  the  expanding  credit 
union  membership.  Congress  has  progressively  increased  this  limit 
from  $50  initially  in  the  original  act  to  $100  in  1940,  $300  in  1946,  and 
$400  in  1949.  The  experience  of  Federal  credit  unions  on  loans  of 
this  tj’pe  has  been  very  good  over  the  years,  and  it  is  felt  that  the 
rising  cost  of  commodities  and  services,  coupled  with  the  progressive 
growth  in  knowledge  on  the  part  of  credit  unions  of  the  character 
and  financial  responsibility  of  their  members,  warrants  the  requested 
increase  in  the  signature  loan  limit. 

DIVIDENDS 

Section  18  is  rewritten  to  authorize  the  board  of  directors  to  declare 
dividends  (the  law  now  requires  action  by  the  membership  at  the 
annual  meeting) ;  authorize  semiannual  dividends  (now  only  annual 
dividends  are  allowed) ;  and  allow  dividend  credit  for  a  month  on 
shares  paid  up  during  the  first  5  days  of  the  month  (now  limited  to 
shares  paid  up  before  month  begins). 
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The  function  of  declaring  dividends  should  be  placed  in  the  body 
which  is  primarily  responsible  for  the  management  and  sound  opera¬ 
tion  of  the  credit  union.  Also,  it  is  in  the  best  position  to  determine 
the  size  of  the  dividend  which  should  be  distributed,  based  upon  its 
intimate  knowledge  of  the  organization’s  affairs  and  its  current  and 
future  needs. 

The  current  requirement  that  dividends  be  paid  annually  often 
penalizes  members  who  are  forced  to  withdraw  shareholdings  prior 
to  the  year  end,  thereby  losing  the  dividend.  Adoption  of  the  alter¬ 
nate  plan  would  be  optional  with  each  currently  operating  credit 
union  and  would  require  an  appropriate  amendment  to  the  bylaws. 
Newly  chartered  credit  unions  would  have  an  initial  choice. 

Dividend  credit  should  be  allowed  for  the  month  on  the  accounts 
of  members  who  do  not  receive  their  compensation  until  the  last  day 
of  the  previous  month  or  the  first  day  of  the  current  month  and  find 
it  impractical  to  make  share  payments  immediately.  Dividend  credit 
under  the  current  law  would  not  commence  until  the  following  month. 
The  proposed  amendment  eliminates  this  inequity  and  provides  an 
additional  incentive  for  saving. 

SPACE  IN  FEDERAL  BUILDINGS 

Section  25  of  the  act  as  rewritten  relates  to  use  by  State  or  Federal 
credit  unions  of  space  in  Federal  buildings.  The  law  now  authorizes 
allotment  of  available  space  without  charge  to  credit  unions  composed 
entirely  of  Federal  employees  and  their  families.  The  bill  would 
broaden  this  authority  to  cover  credit  unions  95  percent  of  whose 
members  are  Federal  employees  or  were  when  admitted  to  member¬ 
ship,  or  are  members  of  their  families.  This  would  allow  credit 
unions  to  continue  membership  of  retired  Federal  employees  and 
members  who  leave  Government  service  without  jeopardizing  the 
credit  union’s  eligibility  for  space  in  Federal  buildings.  Also,  it  would 
allow  such  credit  unions  to  continue  their  eligibility  although  member¬ 
ship  is  extended  to  a  limited  number  of  employees  of  private  con¬ 
tractors  working  on  Federal  installations  along  with  Federal  employees, 
and  to  American  Legion  and  Red  Cross  personnel  working  at  veterans’ 
hospitals,  etc. 

CONVERSIONS 

Section  26  is  a  new  section  covering  conversion  of  credit  unions 
from  State  to  Federal  charter  and  vice  versa.  Conversion  from  Fed¬ 
eral  to  State  charter  would  require  the  affirmative  vote  of  a  majority 
of  the  members,  plus  compliance  with  State  procedures  for  obtaining 
a  State  charter.  Conversion  from  State  to  Federal  charter  would  re¬ 
quire  compliance  with  applicable  State  law  and  with  the  provisions  of 
the  Federal  act.  Under  certain  circumstances  conversion  of  its  char¬ 
ter  may  be  deemed  advisable  by  a  credit  union  and  acceptable  to  the 
supervisory  agencies  involved.  Special  authority  appears  warranted 
which  would  facilitate  the  procedure  of  converting  a  credit  union  from 
a  Federal  to  a  State  charter  and  vice  versa  without  dissipation  of 
reserves  or  undue  disruption  of  normal  service  to  the  credit  union 
members. 
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TERRITORIAL  APPLICABILITY 

Section  27  is  amended  to  provide  that  the  Federal  Credit  Union 
Act  shall  apply  to  the  several  States,  the  District  of  Columbia,  the 
Territories  and  possessions,  the  Canal  Zone,  and  Puerto  Rico.  This 
would  substitute  a  general  statement  for  the  existing  provision  which 
specifically  covers  the  Canal  Zone  and  the  Virgin  Islands.  Thus,  it 
would  eliminate  the  need  for  future  amendments  of  this  type. 

ROBBERY  AND  INCIDENTAL  CRIMES 

Section  2113  of  title  18  of  the  United  States  Code  now  makes  it  a 
Federal  offense  to  rob  any  bank  or  savings  and  loan  chartered  or  in¬ 
sured  by  the  Federal  Government  and  any  bank  that  is  a  member  of 
the  Federal  Reserve  system.  The  section  also  covers  other  incidental 
crimes  against  such  banks  and  savings  and  loan  associations.  The  bill 
amends  this  section  to  cover  Federal  credit  unions,  as  well. 

CENTRAL  CREDIT  UNIONS 

Many  of  the  witnesses  appearing  in  behalf  of  this  legislation  urged 
that  the  act  be  amended  so  as  to  provide  for  the  chartering  of  Federal 
central  credit  unions.  These  witnesses  suggested  that  there  is  a  real 
need  for  central  credit  unions  which  can  act  as  a  source  of  additional 
funds  and  as  an  investment  medium  for  Federal  credit  unions  in  a 
particular  geographical  area.  They  pointed  out  that  the  achieve¬ 
ments  of  State-chartered  central  credit  unions  attest  to  the  need  for 
this  change  in  the  Federal  Credit  Union  Act.  The  Director,  Bureau 
of  Federal  Credit  Unions,  however,  testified  that  he  did  not  believe 
such  legislation  desirable  or  necessary. 

The  objective  of  distributing  savings  throughout  a  group  of  credit 
unions  so  as  to  avoid  situations  where  funds  lie  fallow  in  some  credit 
unions  while  others  lack  funds  to  make  loans  is  certainly  a  worthy 
one.  At  the  same  time,  we  must  make  sure  that  any  system  devised 
to  meet  this  objective  does  not  involve  any  unnecessary  risk  for  those 
who  entrust  their  savings  to  their  local  credit  unions.  We  must  make 
sure,  too,  that  if  a  new  institution  is  created  to  make  loans  to  officers 
reasonable  precautions  are  taken  to  avoid  possible  abuses  resulting 
from  conflicts  of  interest  between  officers  and  members  of  credit 
unions.  Your  committee  was  not  satisfied  that  the  central  credit 
union  provisions  of  H.R.  5777  had  been  perfected  to  the  point  where 
these  conditions  were  met.  Accordingly,  your  committee  did  not 
include  provisions  for  central  credit  unions  in  the  bill  as  reported. 
Instead,  the  bill  contains  a  provision  (sec.  3)  directing  the  Bureau  of 
Federal  Credit  Unions  to  consider  these  problems  and  present  a  draft 
proposal  which  will  include  sufficient  guidelines  and  safeguards  to 
insure  protection  of  the  members  of  local  credit  unions  as  well  as 
sufficient  powers  to  permit  Federal  central  credit  unions  to  function 
effectively.  Under  section  3,  this  proposal  must  be  presented  to 
Congress  by  January  15,  1960. 


H.  Rept.  696,  86-1 


■2 


SUPPLEMENTAL  VIEWS  OF  MESSRS.  PATMAN,  REUSS, 
BARR,  MILLER,  AND  JOHNSON 

We  join  in  support  of  the  bill  because  it  makes  many  improvements 
in  the  Federal  Credit  Union  Act.  However,  we  urge  the  retention  of 
the  provisions  that  had  been  approved  after  careful  consideration  by 
the  Subcommittee  No.  3.  These  were  amendments  to  the  Federal 
Credit  Union  Act  to — 

(1)  permit  the  charter  and  operation  of  Federal  central  credit 
unions. 

(2)  permit  investment  by  Federal  credit  unions  in  the  shares  of 
Federal-  and  State-chartered  central  credit  unions. 

The  testimony  at  the  hearings  gives  ample  explanation  of,  and  sup¬ 
port  for,  Federal  central  credit  unions.  For  example,  on  page  9, 
Julius  Stone,  first  vice  president  of  CUNA  and  chairman  of  its  legal 
and  legislative  committee,  from  Massachusetts,  supported  Federal 
centrals  as  follows: 

Mr.  Stone.  *  *  *  central  credit  unions  can  fill  a  real 
pressing  need  by  obtaining  existing  surplus  credit-union  funds 
and  making  them  available  to  credit  unions  whose  only  cash 
resources  are  temporarily  inadequate.  There  are  normal 
seasonal  patterns  of  borrowing  and  savings  of  the  various 
types  of  credit  unions  and  these  seasonal  factors  are  respon¬ 
sible  for  most  such  occurrences. 

For  example,  teacher  credit  unions  tend  to  find  then’  sav¬ 
ings  falling  off  during  the  summer  vacation  months,  while 
borrowing  requests  frequently  increase. 

In  other  types  of  industry,  credit  unions  have  their  peak 
flow  of  savings  during  the  summer  months,  but  tend  to  be 
seasonally  short  of  funds  during  the  winter  months. 

By  balancing  off  these  peaks  and  valleys,  Federal  central 
credit  unions  would  impart  additional  financial  strength 
and  stability  to  credit  unions,  merely  by  utilizing  the  re¬ 
sources  the  credit  unions  have  already  mobilized. 

Federal  central  credit  unions  can  also  impart  additional 
strength  to  credit  unions  located  in  depressed  areas.  Where 
plant  closings  have  occurred  and  unemployment  is  relatively 
high,  the  individual  credit  unions  are  prepared  to  assist  their 
members  during  their  time  of  need  and  have  done  so  to  the 
benefit  of  both  the  member  and  the  credit  union. 

However,  in  plants  where  employment  is  declining,  mem¬ 
ber  savings  tend  to  be  withdrawn  limiting  the  lending  power 
of  the  credit  union  and  its  power  to  serve  as  a  bastion  of 
stability. 

The  Federal  central  credit  unions  in  these  circumstances 
could  fill  an  important  need  by  lending  funds  generated  by 
other  credit  unions  which  are  members  of  the  Federal  central 
credit  union.  In  this  way  individual  credit  unions  could 
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marshal  additional  funds  and  thereby  assist  not  only  its 
members  but  through  them  the  entire  economy  of  the 
depressed  area. 

I  think  when  the  gentleman  from  Michigan,  who  has 
accompanied  me,  testifies,  he  will  bring  to  you  an  interesting 
story  of  the  service  which  the  credit  unions  in  that  area 
rendered  to  government  employees  of  the  State  of  Michigan 
who  found  themselves  in  a  difficult  condition  because  the 
State  did  not  have  the  money  to  meet  its  payroll,  and  I 
think  you  will  find  in  that  story  perhaps  one  of  the  good 
reasons  why  you  should  be  particularly  interested  in  this 
amendment,  as  well  as  the  fine  record  of  achievement  of  serv¬ 
ice  to  people  in  time  of  need  which  the  credit  unions  in 
Michigan  rendered,  only  a  few  weeks  ago. 

Mr.  James  J.  Girvan,  a  Railway  Express  employee  with  their  credit 
union,  in  the  Philadelphia  area,  expressed  his  views  as  follows  (pp. 
32-34) : 

*  *  *  *  * 

At  the  present  time  there  are  in  operation  Federal  credit 
unions  whose  memberslup  is  restricted  to  directors  and  credit 
and  supervisory  committee  members  of  both  Federal  and 
State  credit  unions  and  are  commonly  known  as  officer  credit 
unions.  These  credit  unions  are  restricted  to  operational 
areas  within  a  State  or  a  portion  of  a  State. 

Their  share  capital  can  be  obtained  only  from  these  eligible 
directors  and  committee  members,  who  are  restricted  as  to 
loans  in  their  own  credit  unions  where  they  hold  office  to  an 
amount  equal  to  their  own  shares. 

Although  these  officer  credit  unions  endeavor  to  serve  the 
credit  needs  of  their  membership,  the  funds  available  for  this 
purpose  are  limited  since  the  directors  and  committeemen 
that  make  up  the  membership  prefer  to  purchase  shares  in 
their  own  primary  credit  union.  Therefore,  these  officer 
credit  unions  have  a  very  limited  ability  to  serve  their  credit 
function.  An  additional  source  of  funds  is  essential  in  order 
to  remove  a  currently  existing  serious  obstacle  to  the  recruit¬ 
ment  of  the  best  qualified  individuals  to  serve  as  credit  union 
officials,  due  to  loan  restrictions  on  their  own  credit  unions. 

This  need  can  best  be  answered  by  the  proposed  Federal  cen¬ 
tral  credit  unions. 

The  Federal  central  credit  union  can  also  serve  as  a  very 
effective  medium  for  satisfying  the  credit  needs  of  the  indi¬ 
vidual  credit  unions.  Federal  credit  unions  have  the  privi¬ 
lege  in  the  present  law  of  borrowing  up  to  50  percent  of  their 
unimpaired  capital  and  surplus.  This  provision  is  designed 
to  enable  them  to  borrow  to  meet  the  loan  demand  of  their 
own  members  when  the  accumulation  of  shares  is  less  than 
their  credit  needs.  In  some  credit  unions  this  is  a  constantly 
recurring  situation.  However,  in  attempting  to  borrow  for 
this  purpose,  many  credit  unions  experience  a  serious  prob¬ 
lem  due  to  the  reluctance  of  other  financial  institutions  to  ^ 
make  loans  to  credit  unions  and  the  difficulty,  delay,  and 
restrictions  applicable  to  such  loans  when  made  by  such 
institutions. 
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As  a  result,  credit  unions  desiring  to  use  their  borrowing 
privileges  must  often  seek  loans  from  other  credit  unions. 
In  so  doing  they  frequently  encounter  the  experience  of  being 
forced  to  make  a  number  of  loans  in  small  amounts  from 
several  credit  unions. 

I  should  like  to  point  out  at  this  time  that  in  the  Phila¬ 
delphia  area  we  have  234  credit  unions.  When  we  desire  to 
borrow  from  any  one  of  them,  it  may  be  necessary  to  make 
25  to  30  telephone  calls  before  we  find  a  credit  union  with 
funds  available  for  loans.  The  enactment  of  this  change 
would  eliminate  that  deplorable  condition — most  disturbing, 
at  least,  condition. 

This  is  caused  by  the  fact  that  credit  unions  with  funds 
in  excess  of  their  own  member  needs  find  it  a  desirable  and 
provident  business  procedure  to  invest  their  funds  in  U.S. 
Government  bonds  and  obligations  and  in  other  insured 
savings  and  loan  institutions.  In  this  manner  they  obtain 
some  return  on  extra  funds  while  retaining  a  reasonable 
amount  of  cash  on  hand  to  meet  their  own  needs. 

To  redeem  these  investments  in  order  to  assist  another 
credit  union  with  a  loan  could  result  in  a  reduction  in  cash 
value  in  some  instances  and  a  loss  of  dividend  or  interest 
earnings  in  others.  Therefore,  the  funds  of  other  credit 
unions  are  not  readily  available  for  loans  to  other  credit 
unions.  *  *  * 

There  are  currently  in  existence  State  central  credit  unions 
within  some  States  which  operate  under  State  law.  The 
proposed  revision  of  the  Federal  Credit  Union  Act  would 
permit  Federal  credit  unions  to  avail  themselves  of  the  share 
and  loan  facilities  of  such  currently  operating  State  central 
credit  unions  and  also  provide  for  establishment  of  Federal 
central  credit  unions  to  serve  in  the  same  manner  in  areas 
where  State  central  credit  unions  are  not  permissible  under 
existing  laws. 

The  State  central  credit  unions  currently  functioning  have 
more  than  justified  their  existence  in  terms  of  achievement. 
There  appears  to  be  no  theoretical  or  practical  justification 
for  not  authorizing  the  establishment  of  Federal  central 
credit  unions  where  needed  in  order  that  Federal  credit  unions 
may  also  benefit  from  this  mode  of  operation. 

To  sum  up,  the  function  of  Federal  central  credit  unions 
would  be  to  accept  credit  union  surplus  funds  for  the  purpose 
of  making  loans  to  credit  unions  and  to  officials  of  credit 
unions  in  need  of  credit. 

The  proposed  Federal  central  credit  unions  would  provide 
for  a  cooperative  structure  which  has  a  very  much  needed 
and  proper  position  in  the  true  mutual  purpose  of  credit 
unions. 

The  proposed  Federal  central  credit  unions  could  be 
established  only  by  authorization  of  the  supervising  agency 
and  would  function  within  a  well-defined  geographical  aiea. 

The  proposed  Federal  central  credit  unions  would  provide  a 
medium  for  the  mutual  use  of  funds  in  the  interest  of  the 
members  of  many  credit  unions,  and  eliminate  existing 
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handicaps  created  by  conditions  not  within  the  control  of 
the  credit  unions  *  *  * 

Congressman  Abraham  Multer  testified  before  the  committee,  at 
page  99,  as  follows: 

The  important  changes  sought  to  be  accomplished,  other 
than  mere  form  are  increasing  the  lending  authority  of  the 
credit  unions,  giving  them  authority  to  operate  more  smooth¬ 
ly,  permitting  them  to  have  paid  employees  under  certain 
circumstances  *  *  *  certain  services  that  are  necessary  to 
the  smooth  operation  of  a  credit  union — setting  up  a  so- 
called  central  credit  union,  and  let  me  indicate  that  that  is 
not  new  in  the  credit  union  movement.  Many  States  have 
already  done  just  that.  They  have  set  up  central  credit 
unions  within  each  State,  which  central  credit  unions  are  of 
assistance  to  the  credit  unions  organized  under  State  law, 
as  well  as  to  the  officers  and  committeemen  who  operate, 
and  the  directors,  who  operate  the  credit  unions.  The  cen¬ 
tral  credit  union  is  a  source  of  credit  to  officers  and  directors 
of  credit  unions  who  could  not  quality  under  the  law  to 
borrow  from  their  own  credit  union,  because  that  would 
involve  self-dealing.  So  they  have  set  up  these  central  credit 
unions  within  the  States  to  make  credit  available  to  those 
men  if  and  when  they  need  it,  and  the  provision  in  the 
Patman  and  Multer  bills  would  do  the  same  thing  on  the 
Federal  level.  *  *  * 

George  Riley,  representing  the  AFL-CIO,  supported  federal  cen¬ 
tral  credit  unions  as  follows  (pp.  103-104): 

*  *  *  We  also  support  the  amendment  which  would 
authorize  the  chartering  of  Federal  central  credit  unions 
made  up  of  local  credit  unions  within  a  particular  geograph¬ 
ical  area,  or  which  could  include  as  individual  members, 
directors  and  committee  members  of  credit  unions. 

Both  the  stability  and  the  loan  flexibility  of  individual 
credit  unions  would  be  enhanced  by  the  availability  of  a 
central  source  of  credit  representing  the  combined  resources 
of  the  member  unions  within  geographical  areas.  The  terri¬ 
torial  basis,  in  each  case,  would  be  voluntarily  established  by 
those  unions  wishing  to  join  together  and  thus  would  be 
tailored  to  local  economic  realities. 

Under  present  law,  of  course,  credit  unions  can  and  do 
borrow  from  each  other.  But  the  efficiency  and  safety  of 
borrowing  procedures  would  be  much  improved  by  the  mech¬ 
anism  of  a  central  organization  in  which  the  member  unions 
own  shares  and  which  would  be  able  to  muster  larger  resources 
to  meet  special  borrowing  needs  which  cannot  always  be  met 
by  other  lending  institutions. 

For  example,  in  a  particular  locality  where  one  or  more 
industries  may  be  hit  by  a  recession  causing  much  unem¬ 
ployment,  local  credit  unions  are  under  severe  demands  for 
cash  withdrawals  and  loans  to  meet  acute  personal  needs. 

The  credit  union  is  often  the  only  source  of  credit  for  a  person 
temporarily  out  of  a  job.  The  credit  union  in  turn  may  find 
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its  borrowing  opportunities  limited,  but  with  the  availability 
of  additional  credit  from  a  central  organization  of  its  own,  it 
can  weather  the  economic  distress. 

Then,  again,  workers  employed  on  a  seasonal  basis  may 
make  severe  demands  on  credit  union  facilities  during  certain 
periods  of  the  year.  Central  credit  unions  would  ease  the 
strain  of  widely  fluctuating  credit  demands  on  the  part  of 
particular  memberships.  Or  in  areas  suddenly  visited  by 
flood  or  other  disaster,  forcing  members  out  of  their  homes, 
their  jobs  or  both,  the  need  for  additional  credit  union 
reserves  may  be  vital. 

We  urge  the  authorization  of  Federal  central  credit  unions. 
Some  State  laws — Michigan  is  one  example — currently  do 
make  provision  for  central  credit  unions  in  which  State- 
chartered  unions  can  be  members.  Federally  chartered 
unions,  however,  cannot  fully  participate  in  these  central 
unions,  nor  is  there  other  provision  for  a  central  credit 
union  they  can  belong  to. 

A  second  purpose  of  the  amendment  for  Federal  central 
credit  unions  is  to  provide  full  credit  union  facilities  to  officers 
and  committee  members  of  local  credit  unions.  These  indi¬ 
viduals,  as  persons  with  direct  influence  over  the  policies  of 
the  credit  unions  in  which  they  officiate,  are  rigidly  restricted 
as  to  amounts  1  hey  may  borrow  from  their  own  organizations. 

By  allowing  such  officials  to  participate  in  a  separate  central 
credit  union,  they  may  exercise  normal  borrowing  powers 
without  undergoing  special  personal  disadvantage  in  order  to 
volunteer  their  energies  in  service  to  their  own  local  credit 
organizations.  *  *  * 

The  Director  of  the  Bureau  of  Federal  Credit  Unions,  J.  Deane 
Gannon,  objected  (hearings,  p.  127)  to  permitting  unlimited  invest¬ 
ment  by  Federal  credit  unions  in  shares  of  central  credit  unions.  The 
bill  considered  by  the  full  committee,  therefore,  restricted  those  invest¬ 
ments  to  a  “total  amount  not  exceeding  25  per  centum  of  its  paid-in 
and  unimpaired  capital  and  surplus.”  Thus,  a  reasonable  limit  was 
set  that  would  meet  the  specific  objection  of  the  Director. 

There  are  26  Federal  officer  credit  unions  now  chartered  throughout 
the  country.  These  credit  unions  seek  to  meet  the  need  of  officers  of 
other  Federal  credit  unions.  These  are  a  form  of  central  credit  unions. 
This  is  firm  evidence  that  the  principle  of  Federal  credit  unions  is  a 
well-established  one. 

Central  credit  unions  are  by  no  means  a  new  or  untested  type  of 
institution.  It  is  a  principle  well  established  in  basic  law  by  the  State 
credit  unions.  There  are  presently  some  54  central  credit  unions 
among  the  various  States.  The  identities  of  each  are  listed  in  an 
appendix  to  our  supplemental  views. 

Central  credit  unions,  chartered  and  supervised  by  various  States, 
have  proved  to  be  an  excellent  method  of  solving  many  difficult  prob¬ 
lems  that  credit  unions  today  face.  These  two  provisions  relating  to 
Federal  central  credit  unions  were  modeled  after  the  existing  laws 
regulating  State-chartered  central  credit  unions. 

This  well-documented  history  of  success  with  central  credit  unions, 
without  blemish  or  scandal,  and  the  carefully  reasoned  analysis  by 
witnesses  before  the  subcommittee  detailing  the  needs  for  such  pro- 
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visions,  was  brushed  aside  by  the  full  committee  on  the  ground  that 
it  might  permit  “self-dealing”  (officers  loaning  to  themselves  im¬ 
properly,  etc.).  Like  many  such  phrases,  it  sounds  very  ominous. 
However,  the  phrase  is  completely  without  substance.  The  fact  is, 
and  we  wish  to  emphasize  this  point,  that  the  same  legal  restrictions  and 
safeguards  applying  to  any  local  credit  will  apply  equally  to  central 
credit  unions.  The  specific  restrictions  imposed  by  this  bill  apply 
equally  to  officers  of  any  credit  union  whether  local  or  central.  Since 
existing  restrictions  have  proved  ample  to  control  the  activities  of 
officers  of  local  credit  unions,  and  since  no  objections  have  been  raised 
to  the  administration  of  local  credit  unions,  we  fail  to  understand 
how  similar  restrictions  could  be  deemed  objectionable  when  applied 
to  officers  of  central  credit  unions. 

The  proposed  Federal  central  credit  union  was  designed  to  fulfil 
two  significant  functions: 

(1)  Federal  central  credit  unions  would  act  as  a  clearinghouse  for 
surplus  credit  union  funds,  receiving  funds  from  credit  unions  with 
a  temporary  surplus  and  lending  these  funds  to  other  credit  unions 
experiencing  heavy  loan  demands.  The  smaller  credit  unions  with 
fewer  sources  of  credit  tend  to  experience  greater  problems  when 
attempting  to  borrow  funds  than  do  the  larger  credit  unions.  Al¬ 
though  the  larger  credit  unions  may  have  excellent  financial  relation¬ 
ships  with  commercial  banks  or  other  financial  institutions,  many 
smaller  or  medium  size  credit  unions  experience  undue  delay,  exces¬ 
sive  cost,  or,  in  many  cases,  face  outright  refusal  in  having  their 
borrowing  requests  fulfilled  by  existing  financial  institutions. 

Federal  credit  unions  may  now  borrow  from  others  only  by  a 
lengthy,  time-consuming,  and  difficult  process.  These  provisions  will 
relieve  officers  of  this  groundless  and  burdensome  work. 

There  are  a  number  of  specific  reasons  why  Federal  credit  unions 
need  to  have  this  additional  source  from  which  they  can  borrow  funds, 
(a)  Most  Federal  credit  unions  experience  seasonal  and  cyclical 
needs  for  additional  funds,  even  with  a  membership  composed  of 
individuals  who  enjoy  regular  incomes.  For  instance,  credit 
unions  organized  in  industrial  plants  where  employment  is  reg¬ 
ular  and  where  the  membership  receive  their  incomes  regularly, 
still  face  seasonal  demands  for  loans  (at  Christmas,  Easter,  etc.). 
These  credit  unions  need  to  be  able  to  borrow  additional  funds 
to  meet  these  legitimate  loan  demands. 

(i b )  Many  Federal  credit  unions  are  organized  among  groups 
which  receive  irregular  incomes  such  as  those  serving  farmers  or 
teachers.  In  addition  to  the  normal  seasonal  needs  for  extra 
funds,  these  credit  unions,  to  function  effectively,  need  additional 
sources  of  funds  to  cope  with  the  problems  of  large  swings  in 
their  total  share  accounts  and  loan  demands. 

(c)  Other  reasons  are:  an  industrial  plant  within  which  a  credit 
union  is  organized  is  temporarily  shut  down,  or  there  are  layoffs 
of  a  substantial  number  of  employees,  or  there  may  be  some  sort 
of  disaster  such  as  a  flood  or  fire  in  the  local  community.  In 
these  cases  members  will  be  withdrawing  shares  from  the  credit 
union,  while  at  the  same  time,  the  credit  union  is  experiencing 
increased  loan  demands  because  of  the  financial  difficulties  of  its 
members.  In  these  types  of  cases  it  is  often  very  difficult  for 
these  credit  unions  to  be  able  to  borrow  the  funds  they  need  to 
serve  their  members  effectively. 
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On  the  other  hand  many  credit  unions  have  chronic  surpluses  of 
funds.  Many  such  credit  unions  operating  under  State  charter  are 
presently  investing  some  part  of  these  surplus  funds  in  State  chartered 
central  credit  unions  and  providing  the  capital  for  the  effective 
operation  of  these  central  credit  unions. 

(2)  Federal  credit  unions  would  provide  mechanism  for  meeting 
the  borrowing  needs  of  credit  union  officers  whose  indebtedness  to 
their  credit  unions  is  presently  limited  to  the  amount  of  their  share 
accounts.  The  bill  ordered  reported  by  the  Banking  and  Currency 
Committee  would  permit  credit  union  officers  to  borrow  from  their 
credit  unions  up  to  the  amount  of  their  shareholdings,  plus  the  total 
unencumbered  and  unpledged  shareholdings  in  the  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such  directors  or 
committee  members.  This  seems  to  be  a  reasonable  restriction  upon 
the  directors  and  committee  members  of  a  credit  union.  However, 
by  accepting  a  position  as  an  officer  in  a  credit  union,  the  member 
in  effect  gives  up  some  of  the  privileges  of  membership  in  that  credit 
union.  With  Federal  credit  unions  having  a  rather  extensive  officer 
turnover  the  limitation  on  officers  borrowing  deters  many  members 
from  accepting  the  responsibility  of  being  a  credit  union  officer.  Thus, 
it  is  obvious  that  there  is  need  for  some  type  of  credit  union  which 
can  serve  the  credit  needs  of  credit  union  officers.  While  Federal 
credit  unions  to  serve  officers  have  been  chartered  (“officer  credit 
unions”),  they  have  frequently  been  unable  to  attract  adequate  funds 
to  serve  their  officer  members’  credit  needs  because  of  the  restrictions 
against  Federal  credit  unions  investing  shares  in  these  central  credit 
unions. 

The  testimony  before  the  subcommittee  was  overwhelmingly  on  one 
side  of  this  issue.  The  experience  of  the  States  which  have  central 
credit  unions  is  overwhelmingly  favorable.  The  same  safeguards 
which  apply  to  the  operations  of  local  credit  unions  would  also  apply 
to  central  credit  unions.  There  is  no  reason  for  the  Federal  law  to 
fail  to  include  permissive  provision  for  such  central  credit  unions. 
These  central  credit  unions  are  serving  useful  purposes  in  those  States 
where  they  are  now  in  operation ;  they  would  serve  similar  useful  pur¬ 
poses  for  Federal  credit  unions,  their  members,  and  their  officers. 

We  see  no  reason  to  delay  consideration  of  this  amendment.  In  the 
first  place,  it  has  already  been  thoroughly  considered  by  the  subcom¬ 
mittee.  In  the  second  place,  this  entire  bill  has  been  viewed  as  a 
recodification  of  the  Federal  Credit  Union  Act.  If  these  provisions 
are  considered  later  in  a  separate  bill,  it  will  take  amendments  at 
eight  separate  places  in  the  recodification  to  replace  what  was  deleted 
by  a  close  vote  in  the  committee. 

The  delays  and  difficulties  in  the  path  of  considering  this  matter  in 
separate  legislation  are  too  well  known  to  need  amplification  here. 
The  time  to  wrap  up  a  complete  Federal  Credit  Union  Code  is  now, 
at  the  time  of  recodification. 

We  believe  that  the  measure  should  be  amended  to  reinstate  provi¬ 
sions  for  the  chartering  and  operation  of  Federal  central  credit  unions. 

Wright  Patman. 

Henry  S.  Reuss. 

Joseph  W.  Barr. 

Clem  Miller. 

Byron  L.  Johnson. 
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Appendix  to  Supplemental  Views 
Federal  Officer  Credit  Unions 
CENTRAL  CREDIT  UNIONS 


Connecticut  League  Federal  Credit 
Union,  Kensington,  Conn. 

League  Central  Federal  Credit  Union, 
Washington,  D.C. 

Hawaii  Central  Federal  Credit  Union, 
Honolulu,  Hawaii 

Central  Federal  Credit  Union,  Indianap¬ 
olis,  Ind. 

Kansas  Federal  Credit  Union,  Wichita, 
Kans. 

Maine  League  Federal  Credit  Union, 
Portland,  Maine. 

Massachusetts  Officers  Federal  Credit 
Union,  Boston,  Mass. 

Nebraska  League  Federal  Credit  Union, 
Omaha,  Nebr. 

New  Jersey  Officers  Federal  Credit 
Union,  Roselle,  N.J. 

Western  New  York  Federal  Credit 
Union,  Buffalo,  N.Y. 

Jamestown  Officers  Federal  Credit 
Union,  Jamestown,  N.Y. 

Greater  New  York  Federal  Credit 
Union,  New  York,  N.Y. 

Eastern  New  York  Officers  Federal 
Credit  Union,  Schenectady,  N.Y. 


Central  New  York  Officers  Federal 
Credit  Union,  Utica,  N.Y. 

Cleveland  Chapter  Federal  Credit 
Union,  Cleveland,  Ohio. 

Miami  Valley  Chapter  Federal  Credit 
Union,  Dayton,  Ohio. 

Toledo  Officers  Federal  Credit  Union, 
Toledo,  Ohio. 

Erie  Officers  Federal  Credit  Union, 
Erie,  Pa. 

Pacedoc  Federal  Credit  Union,  Harris¬ 
burg,  Pa. 

Pittsburgh  Officers  Federal  Credit 
Union,  Pittsburgh,  Pa. 

South  Dakota  Federal  Credit  Union, 
Sioux  Falls,  S.  Dak. 

Tennessee  League  Federal  Credit  Union, 
Memphis,  Tenn. 

Texas  Federal  Credit  Union,  Dallas, 
Tex. 

West  Virginia  League  Federal  Credit 
Union,  Bluefield,  W.  Va. 

Wyoming  Central  Federal  Credit  Union, 
Cheyenne,  Wyo. 

Delaware  Central  Federal  Credit  Union, 
Brookside-Newark-Delaware. 
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STATE  CENTRAL  CREDIT  UNIONS 


Alabama  Central  Credit  Union,  Bir¬ 
mingham,  Ala. 

Arizona  Central  Credit  Union,  Phoenix, 
Ariz. 

Southern  Arizona  Credit  Union,  Tucson, 
Ariz. 

State  Central  Credit  Union,  Little  Rock, 
Ark. 

Central  Credit  Union  of  California, 
Oakland,  Calif. 

South  California  Central  Credit  Union, 
Los  Angeles,  Calif. 

Central  Credit  Union  of  San  Diego,  San 
Diego,  Calif. 

Colorado  Central  Credit  Union,  Denver, 
Colo. 

Florida  League  Credit  Union,  Jackson¬ 
ville,  Fla. 

Florida  Central  Credit  Union,  Miami, 
Fla. 

Tampa  Central  Credit  Union,  Tampa, 
Fla. 

Georgia  League  Credit  Union,  Atlanta, 
Ga. 

Idaho  Central  Credit  Union,  Pocatello, 
Idaho. 

Bloomington  Chapter  Credit  Union, 
Bloomington,  Ill. 

John  L.  Kelly  Chapter  Credit  Union, 
Champaign,  Ill. 

ICUL  Credit  Union,  Chicago,  Ill. 

Vermilion  County  Chapter  Credit 
Union,  Danville,  Ill. 

Central  Illinois  Chapter  Credit  Union, 
Decatur,  Ill. 

Southern  Illinois  Directors  Cedit 
Union,  East  St.  Louis,  Ill. 

Will  County  Chapter  Credit  Union, 
Joliet,  Ill. 

Kankakee  Chapter  Credit  Union,  Kan¬ 
kakee,  Ill. 

Harry  O.  Perlee  Chapter  Credit  Union, 
Loves  Park,  Ill. 

Tri-County  Chapter  Credit  Union, 
Ottawa,  Ill. 

Peoria  Chapter  Credit  Union  Peoria, 

Ill. 

Quincy  Chapter  Credit  Union,  Quincy, 
Ill. 

Mississippi  Valley  Chapter  Credit  Un¬ 
ion,  Silvis,  Ill. 

Springfield  Chapter  Credit  Union, 
Springfield,  Ill. 


Mississippi  Valley  Chapter  Credit  Un¬ 
ion,  Davenport,  Iowa. 

First  Iowa  Credit  Union,  Des  Moines, 
Iowa. 

Kansas  Central  Credit  Union,  Wichita, 
Kans. 

Kentucky  Central  Credit  Union,  Inc., 
Louisville,  Ky. 

League  Central  Credit  Union,  New 
Orleans,  La. 

Central  Credit  Union  of  Maryland, 
Baltimore,  Md. 

Central  Credit  Union  of  Michigan, 
Detroit,  Mich. 

Minnesota  Central  Credit  Union,  St. 
Paul,  Minn. 

Mississippi  League  Central  Credit  Un¬ 
ion,  Jackson,  Miss. 

Missouri  State  Credit  Union,  Kansas 
City,  Mo. 

St.  Louis  Mutual  Credit  Union,  St. 
Louis,  Mo. 

Montana  Central  Credit  Union,  Great 
Falls,  Mont. 

New  Mexico  Central  Credit  Union, 
Albuquerque,  N.  Mex. 

League  Central  Credit  Union,  Greens¬ 
boro,  N.C. 

North  Dakota  Central  Credit  Union, 
Jamestown,  N.  Dak. 

Cincinnati  Chapter  Credit  Union,  Cin¬ 
cinnati,  Ohio. 

Ohio  Central  Credit  Union,  Inc.,  Co¬ 
lumbus,  Ohio. 

Central  Credit  Union,  Tulsa,  Okla. 

Oregon  Central  Credit  Union,  Portland, 
Oreg. 

League  Credit  Union,  Providence,  R.I. 

Chattanooga  Area  Credit  Union,  Chat¬ 
tanooga,  Tenn. 

Utah  Central  Credit  Union,  Salt  Lake 
City,  Utah. 

Vermont  Credit  Union  League  Central 
Credit  Union,  Windsor,  Vt. 

Virginia  League  Central  Credit  Union, 
Lynchburg,  Va. 

Washington  Central  Credit  Union, 
Seattle,  Wash. 

CUN  A  Credit  Union,  Madison,  Wis. 

State  Central  Credit  Union,  Milwaukee, 
Wis. 

Sequoia  Central  Credit  Union,  Fresno, 
Calif. 
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Changes  in  Existing  Law 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as 
introduced,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italics,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 


Note. — For  the  information  of  the  Members  of  the  House,  functions  of  the 
Farm  Credit  Administration  and  the  Governor  thereof  were  transferred  to  the 
Bureau  of  Farm  Credit  Unions  and  the  Director  thereof,  respectively,  under  the 
jurisdiction  of  the  Federal  Security  Agency,  by  act  of  June  29,  1948  (62  Stat. 
1091).  The  Federal  Security  Agency  was  abolished  and  functions  transferred 
to  the  Department  of  Health,  Education,  and  Welfare  by  1953  Reorganization 
Plan  No.  1  (67  Stat.  632). 


FEDERAL  CREDIT  UNION  ACT 

SHORT  TITLE 

[That  this]  Section  1.  This  Act  may  be  cited  as  the  “Federal 
Credit  Union  Act.” 

definitions 

Sec.  2.  [A  Federal  credit  union  is  hereby  defined  as  a  cooperative 
association  organized  in  accordance  with  the  provisions  of  this  Act  for 
the  purpose  of  promoting  thrift  among  its  members  and  creating  a 
source  of  credit  for  provident  or  productive  purposes.  When  used  in 
this  Act  the  term  “Bureau”  means  Bureau  of  Federal  Credit  Unions, 
and  the  term  “Director”  means  the  Director  thereof.]  As  used  in 
this  Act — - 

( 1 )  the  term  “ Federal  credit  union ”  means  a  cooperative  associa¬ 
tion  organized  in  accordance  with  the  provisions  of  this  Act  for  the 
purpose  of  promoting  thrift  among  its  members  and  creating  a  source 
of  credit  for  provident  or  productive  purposes; 

(2)  the  term  “Bureau”  means  the  Bureau  of  Federal  Credit 
Unions;  and 

|i  (3)  the  term  “Director”  means  the  Director  of  the  Bureau  of 

Federal  Credit  Unions. 

CREATION  OF  BUREAU 

Sec.  3.  There  shall  be  in  the  Department  of  Health,  Education  and 
Welfare  a  Bureau  of  Federal  Credit  Unions,  which  shall  be  under  the 
supervision  of  a  Director  appointed  by  the  Secretary  of  Health,  Education, 
and  Welfare.  The  Bureau  of  Federal  Credit  Unions  and  the  Director 
shall  be  under  the  general  direction  and  supervision  of  the  Secretary. 

FEDERAL  CREDIT  UNION  ORGANIZATION 

Sec.  [3.]  4-  Any  seven  or  more  natural  persons  who  desire  to 
form  a  Federal  credit  union  shall  subscribe  before  some  officer  compe¬ 
tent  to  administer  oaths  an  organization  certificate  in  duplicate  which 
shall  specifically  state — - 

(1)  [The]  the  name  of  the  association  [.]; 

(2)  [The]  the  location  of  the  proposed  Federal  credit  union 
and  the  territory  in  which  it  will  operate  [.]; 
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(3)  [The]  the  names  and  addresses  of  the  subscribers  to  the 
certificate  and  the  number  of  shares  subscribed  by  each  [.]; 

(4)  [The]  the  par  value  of  the  shares,  which  shall  be  $5  each 

[]; 

(5)  [The]  the  proposed  field  of  membership,  specified  in 
detail  [  ]; 

(6)  [The]  the  term  of  the  existence  of  the  corporation,  which 
may  be  perpetual  [.];  and 

(7)  [The]  the  fact  that  the  certificate  is  made  to  enable  such 
persons  to  avail  themselves  of  the  advantages  of  this  Act. 

Such  organization  certificate  may  also  contain  any  provisions  ap¬ 
proved  by  the  Director  for  the  management  of  the  business  of  the 
association  and  for  the  conduct  of  its  affairs  and  relative  to  the 
powers  of  its  directors,  officers,  or  stockholders. 


APPROVAL  OF  ORGANIZATION  CERTIFICATE 

Sec.  [4.]  5.  [Any  such]  The  organization  certificate  shall  be  pre¬ 
sented  to  the  Director  for  approval.  [Upon  such  approval  the  Federal 
credit  union  shall  be  a  body  corporate  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the  powers  and 
charged  with  all  the  liabilities  conferred  and  imposed  by  this  Act  upon 
corporations  organized  hereunder.]  Before  any  organization  certifi¬ 
cate  is  approved,  an  appropriate  investigation  shall  be  made  for  the 
purpose  of  determining  (1)  whether  the  organization  certificate  con¬ 
forms  to  the  provisions  of  this  Act;  (2)  the  general  character  and 
fitness  of  the  subscribers  thereto;  and  (3)  the  economic  advisability 
of  establishing  the  proposed  Federal  credit  union.  Upon  approval 
of  such  organization  certificate  by  the  Director,  it  shall  be  the  charter 
of  the  corporation,  and  one  of  the  originals  thereof  shall  be  delivered 
to  the  corporation  after  the  payment  of  the  fee  required  therefor. 
Upon  such  approval  the  Federal  credit  union  shall  be  a  body  corporate, 
and  as  such,  subject  to  the  limitations  herein  contained,  shall  be  vested 
with  all  oj  the  powers  and  charged  with  all  the  liabilities  conferred  and 
imposed  by  this  Act  upon  corporations  organized  hereunder. 

FEES 

Sec.  [5.]  6.  For  the  purpose  of  paying  the  costs  incident  to  the 
ascertainment  of  whether  an  organization  certificate  should  be  ap¬ 
proved,  the  subscribers  to  any  such  certificate  shall  pay,  at  the  tune 
of  filing  their  organization  certificate,  the  amount  prescribed  by  the 
Director,  which  shall  not  exceed  $20  in  any  case;  and  on  the  approval 
of  any  organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal  credit 
union  shall  pay  to  the  Bureau  [of  Federal  Credit  Union],  for  the 
preceding  calendar  year,  a  supervision  fee  in  accordance  with  a  gradu¬ 
ated  scale  prescribed  by  regulation  on  the  basis  of  assets  as  of  Decem¬ 
ber  31  of  such  preceding  year,  but  such  fee  shall  in  no  event  be  less 
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than  $10  nor  [(subject  to  such  minimum)]  more  than  the  [amounts] 
applicable  amount  specified  in  the  following  table: 

Total  assets  Maximum  fee 

$500,000  or  less _ 30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 _ $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 

[ 'Provided ,  however,  That  no  such  annual  fee  shall  be  payable  by 
such  an  organization  with  respect  to  the  year  in  which  its  charter  is 
issued,  or  the  year  in  which  final  distribution  is  made  in  liquidation 
of  the  credit  union  or  the  charter  is  otherwise  canceled.]  All  such 
fees  shall  be  deposited  with  the  Treasurer  of  the  United  States  for 
the  account  of  the  Bureau  and  may  be  expended  by  the  Director  for 
such  [administrative  and]  administrative,  supervisory ,  and  other 
expenses  incurred  in  carrying  out  the  provisions  [hereof]  of  this  Act 
as  he  may  determine  to  be  proper,  the  purpose  of  such  fees  being  to 
defray  [as  far  as  practicable,  the  administrative  and  supervisory  costs 
incident  to  the  carrying  out  of  this  Act]  such  expenses  as  far  as  prac¬ 
ticable.  No  annual  supervision  jee  shall  be  payable  by  a  Federal  credit 
union  with  respect  to  the  year  in  which  its  charter  is  issued,  or  in  which 
final  distribution  is  made  in  its  liquidation  or  the  charter  is  otherwise 
canceled. 

REPORTS  AND  EXAMINATIONS 

Sec.  [6.]  7.  Federal  credit  unions  shall  be  under  the  supervision  of 
the  Director,  and  shall  make  [such]  financial  reports  to  him  [(at  least 
annually)  as  he  may  require]  as  and  when  he  may  require,  but  at  least 
annually.  Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records  accessible 
to,  any  person  designated  by  the  Director.  The  Director  shall  fix  a 
scale  of  examination  fees  to  be  paid  by  the  Federal  credit  unions, 
giving  due  consideration  to  the  time  and  expense  incident  to  such 
examinations,  and  to  the  ability  of  Federal  credit  unions  to  pay  such 
fees,  which  fees  shall  be  assessed  against  and  paid  by  each  Federal 
credit  union  promptly  after  the  completion  of  such  examination. 
Examination  fees  collected  under  the  provisions  of  this  section  shall 
be  deposited  to  the  credit  of  the  special  fund  created  by  section  [5] 
6  hereof,  and  shall  be  available  for  the  purposes  specified  in  [said 
section  5]  such  section. 

POWERS 

Sec.  [7]  8.  A  Federal  credit  union  shall  have  succession  in  its 
corporate  name  during  its  existence  and  shall  have  power — 

(1)  [To]  to  make  contracts  [.]; 

(2)  [To]  to  sue  and  be  sued  [.]; 

(3)  [To]  to  adopt  and  use  a  common  seal  and  alter  the  same 
at  pleasure  [.]; 
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(4)  [To]  to  purchase,  hold,  and  dispose  of  property  necessary 
[and]  or  incidental  to  its  operations  [.]; 

(5)  [To]  to  make  loans  with  maturities  not  exceeding  [three] 
five  years  to  its  members  for  provident  or  productive  purposes 
upon  such  terms  and  conditions  as  this  Act  and  [the]  its  bylaws 
provide  and  as  the  credit  committee  or  a  loan  ofificer  may  approve, 
at  rates  of  interest  not  exceeding  1  per  centum  per  month  on 
unpaid  [balances  (inclusive]  balances,  inclusive  of  all  charges 
incident  to  making  the  loans  [) :  Provided,  That]  except  that 
no  loans  to  a  director  [,  officer,]  or  member  of  [a]  the  supervisory 
or  credit  committee  shall  exceed  the  amount  of  his  holdings  in  the 
Federal  credit  union  as  represented  by  shares  thereof  plus  the 
total  unencumbered  and  unpledged  shareholdings  in  the  Federal 
credit  union  oj  any  member  pledged  as  security  for  the  obligation 
of  such  director  or  committee  member.  No  director  [,  officer,  or 
committee  member]  or  member  of  the  supervisory  or  credit  com¬ 
mittee  shall  endorse  for  borrowers.  A  borrower  may  repay  his 
loan,  prior  to  maturity,  in  whole  or  in  part  on  any  business  day. 
The  taking,  receiving,  reserving,  or  charging  of  a  rate  of  interest 
greater  than  is  allowed  by  this  [subsection  J  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire  interest 
which  the  note,  bill,  or  other  evidence  of  debt  carries  with  it,  or 
which  has  been  agreed  to  be  paid  thereon.  [In  case  the  greater 
rate  of  interest]  If  such  greater  rate  of  interest  has  been  paid,  the 
person  by  whom  it  has  been  paid,  or  his  legal  representatives, 
may  recover  back  from  the  credit  union  taking  or  receiving  the 
same,  in  an  action  in  the  nature  of  an  action  of  debt,  the  entire 
amount  of  interest  [thus  paid  from  the  credit  union  taking  or 
receiving  the  same:  Provided,  That]  paid;  but  such  action  is 
commenced  within  two  years  from  the  time  the  usurious  [trans¬ 
action  occurred.]  collection  was  made.  Loans  shall  be  paid  or 
amortized  in  accordance  with  rules  and  regulations  prescribed  by  the 
Director  after  taking  into  account  the  needs  or  conditions  of  the 
borrowers,  the  amounts  and  duration  of  the  loans,  the  interests  of  the 
members  and  the  credit  unions,  and  such  other  factors  as  the  Director 
deems  relevant,  but  such  rules  and  regulations  shall  not  require 
payments  more  frequently  than  annually; 

(6)  [To]  to  receive  from  its  members  payments  on  shares  [.]; 

(7)  [To]  to  invest  its  funds  [(a)]  (A)  in  loans  exclusively  to 
members;  [(b)]  (B)  in  obligations  of  the  United  States  of  Amer¬ 
ica,  or  securities  fully  guaranteed  as  to  principal  and  interest 
thereby;  [(c)]  (C)  in  accordance  with  rules  and  regulations  pre¬ 
scribed  by  the  Director,  loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  per  centum  of  its  paid-in  and  unim¬ 
paired  capital  and  surplus;  [(d)  or]  (D)  in  shares  or  accounts  of 
[Federal]  savings  and  loan  associations,  [and  in  shares  or  ac¬ 
counts  of  any  other  institution]  the  accounts  of  which  are  insured 
by  the  Federal  Savings  and  Loan  Insurance  Corporation  [.]; 

(8)  [To]  to  make  deposits  in  national  banks  and  in  State 
banks,  trust  companies,  and  mutual  savings  banks  operating  in 
accordance  with  the  laws  of  the  State  in  which  the  Federal 
credit  union  does  business  [.]; 

(9)  [To]  to  borrow  [(from  any  source)]  in  accordance  with 
such  rules  and  regulations  as  may  be  prescribed  by  the  Director, 
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from  any  source,  in  an  aggregate  amount  not  exceeding  50  per 
centum  of  its  paid-in  and  unimpaired  capital  and  surplus: 
Provided,  That  any  Federal  credit  union  may  discount  with  or 
sell  to  any  Federal  intermediate  credit  bank  any  eligible  obliga¬ 
tions  up  to  the  amount  of  its  paid-in  and  unimpaired  capital 
[subject  to  such  rules  and  regulations  as  may  be  prescribed  by 
the  Director.]; 

(10)  [To]  to  [fine  members]  levy  late  charges,  in  accordance 
with  the  bylaws,  for  failure  of  members  to  meet  promptly  their 
obligations  to  the  Federal  credit  union  [.]; 

(ID  [To]  to  impress  and  enforce  a  lien  upon  the  shares  and 
dividends  of  any  member,  to  the  extent  of  any  loan  made  to  him 
and  any  dues  or  fines  payable  by  him  [.]; 

(12)  in  accordance  with  rules  and  regulations  prescribed  by  the 
Director,  to  sell  to  members  negotiable  checks  ( including  travelers 
checks)  and  money  orders,  and  to  cash  checks  and  money  orders  for 
members  for  a  fee  which  does  not  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service:  and 

[(12)]  (13)  [To]  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on  effectively  the 
business  for  which  it  is  incorporated. 

BYLAWS 

Sec.  [8.]  9.  In  order  to  simplify  the  organization  of  Federal  credit 
unions  the  Director  shall  [,  upon  the  passage  of  this  Act,]  from  time  to 
time  cause  to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by  Federal 
credit  union  incorporators,  and  shall  be  supplied  to  them  on  request. 
At  the  time  of  presenting  the  organization  certificate  the  incorporators 
shall  also  submit  proposed  bylaws  to  the  Director  for  his  approval. 

MEMBERSHIP 

r  Sec.  [9.]  10.  Federal  credit  union  membership  shall  consist  of  the 
incorporators  and  such  other  persons  and  incorporated  and  unin¬ 
corporated  organizations,  to  the  extent  permitted  by  rules  and 
regulations  prescribed  by  the  Director,  as  may  be  elected  to  member¬ 
ship  and  as  such  shall,  each,  subscribe  to  at  least  one  share  of  its  stock 
and  pay  the  initial  installment  thereon  and  the  entrance  fee;  except 
that  Federal  credit  union  membership  shall  be  limited  to  groups 
having  a  common  bond  of  occupation,  or  association,  or  to  groups 
within  a  well-defined  neighborhood,  community,  or  rural  district. 
Shares  may  be  issued  in  joint  tenancy  with  right  of  survivorship  with 
any  [person]  persons  designated  by  the  credit  union  member,  but  no 
joint  tenant  shall  be  permitted  to  vote,  obtain  loans,  or  hold  office 
unless  he  is  within  the  field  of  membership  and  is  a  qualified  member. 

members’  meetings 

Sec.  [10.]  11.  The  fiscal  year  of  all  Federal  credit  unions  shall  end 
December  31.  The  annual  meeting  of  each  Federal  credit  union 
shall  be  held  at  such  time  during  the  month  of  the  following  January 
and  at  such  place  as  its  bylaws  shall  prescribe.  Special  meetings 
may  be  held  in  the  manner  indicated  in  the  bylaws.  No  member 
shall  be  entitled  to  vote  by  proxy  but  a  member  other  than  a  natural 
person  may  vote  through  an  agent  designated  for  the  purpose.  Irre¬ 
spective  of  the  number  of  shares  held  by  him,  no  member  shall  have 
more  than  one  vote. 
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MANAGEMENT 

Sec.  [11. 1  12.  [(a)]  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors,  and  a 
credit  committee  of  not  less  than  three  members,  [and  a  supervisory 
committee  of  three  members  (a  majority  of  whom  shall  not  be  direc¬ 
tors)  all  to  be  elected  by  the  members  (and  from  their  number)  at 
then*  annual  meeting,  and  to  hold  office  for  such  terms,  respectively, 
as  the  bylaws  may  provide.]  all  to  be  elected  at  the  annual  members' 
meeting  by  and  from  the  members,  and  by  a  supervisory  committee  of 
three  members,  one  of  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  board.  Any  vacancy  occurring  in  the  supervisory 
committee  shall  be  fitted  in  the  same  manner  as  original  appointments  to 
such  committee.  All  members  of  the  board  and  of  such  committees  shall 
hold  office  for  such  terms,  respectively,  as  the  bylaws  may  provide.  A 
record  of  the  names  and  addresses  of  the  members  of  the  board  and 
such  committees  and  of  the  officers  of  the  credit  union  shall  be  filed  with 
the  Bureau  within  10  days  after  their  election  or  appointment.  No 
member  of  tho  board  or  of  either  such  committee  shall,  as  such,  be 
compensated. 

OFFICERS 

[(b)]  Sec.  13.  At  their  first  meeting  after  the  annual  meeting  of 
the  members,  the  directors  shall  elect  from  their  number  a  president, 
[a  vice  president,  a  clerk,]  one  or  more  vice  presidents,  a  secretary,  and 
a  treasurer,  who  shall  be  the  executive  officers  of  the  corporation 
[and  may  be  compensated  for  their  services  to  such  extent  as  the 
bylaws  may  provide] .  No  executive  officer,  except  the  treasurer,  shall  be 
compensated  as  such.  The  offices  of  [clerk]  secretary  and  treasurer 
may  be  held  by  the  same  person.  The  duties  of  the  officers  shall  be  as 
determined  by  the  bylaws,  except  that  the  treasurer  shall  be  the 
general  manager  of  the  corporation.  Before  the  treasurer  shall 
enter  upon  his  duties  he  shall  give  bond  with  good  and  sufficient 
surety,  in  an  amount  and  character  to  be  determined  [from  time  to 
time]  by  the  board  of  directors  in  compliance  with  regulations 
prescribed[,]  from  time  to  time[,]  by  the  Director,  conditioned  upon 
the  faithful  nerformance  of  his  trust. 

DIRECTORS 

[(c)]  Sec.  14.  The  board  of  directors  shall  meet  at  least  once  a 
month  and  shall  have  the  general  direction  and  control  of  the  affairs  of 
the  corporation.  Minutes  of  all  such  meetings  shall  be  kept.  Among 
other  things  they  shall  act  upon  applications  for  membership;  require 
any  officer  or  employee  having  custody  of  or  handling  funds  to  give 
bond  with  good  and  sufficient  surety  in  an  amount  and  character  to 
be  determined  [from  time  to  time]  by  the  board  of  directors  in 
compliance  with  regulations  prescribed  [,]  from  time  to  time  [,] 
by  the  Director,  and  authorize  the  payment  of  the  premium  or  pre¬ 
miums  therefor  from  the  funds  of  the  Federal  credit  union;  [recom¬ 
mend  the  declaration  of  dividends;]  fill  vacancies  in  the  board  and 
in  the  credit  committee  until  successors  elected  at  the  next  annual 
meeting  have  qualified;  have  charge  of  investments  other  than  loans 
to  members;  determine  from  time  to  time  the  maximum  number  of 
shares  that  may  be  held  by  [any]  an  individual;  subject  to  the 
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limitations  of  this  Act,  determine  the  interest  rates  on  loans  and  the 
maximum  amount  [that]  which  may  be  loaned  with  or  without 
security  to  any  member;  [and,]  subject  to  such  regulations  as  may  be 
issued  by  the  Director,  authorize  an  interest  refund  to  members  of 
record  at  the  close  of  business  on  December  31  in  proportion  to  the 
interest  paid  by  them  during  [the]  that  year;  and  provide  jor  com¬ 
pensation  of  necessary  clerical  and  auditing  assistance  requested  by  the 
supervisory  committee,  and  of  loan  officers  appointed  by  the  credit  com¬ 
mittee.  The  board  may  appoint  an  executive  committee  of  not  less  than 
three  directors  to  act  for  it  in  the  purchase  and  sale  of  securities  or  the 
making  of  loans  to  other  credit  unions,  or  both.  Such  executive  committee 
or  a  membership  officer  appointed  by  the  board  from  among  the  members 
of  the  credit  union,  other  than  the  treasurer,  an  assistant  treasurer,  or  a 
loan  officer,  may  be  authorized  by  the  board  to  approve  applications  for 
membership  under  such  conditions  as  the  board  may  prescribe;  except 
that  such  committee  or  membership  officer  so  authorized  shall  submit  to 
the  board  at  each  monthly  meeting  a  list  of  approved  or  pending  applica¬ 
tions  for  membership  received  since  the  previous  monthly  meeting,  to¬ 
gether  with  such  other  related  information  as  the  bylaws  or  the  board  may 
require. 

CREDIT  COMMITTEE 

[(d)]  Sec.  15.  The  credit  committee  shall  hold  such  meetings  as 
the  business  of  the  Federal  credit  union  may  require  and  not  less  fre¬ 
quently  than  once  a  month  [(of  which  meetings  due  notice  shall  be 
given  to  members  of  the  committee)]  to  consider  applications  for 
loans.  Reasonable  notice  of  such  meetings  shall  be  given  to  all  members 
of  the  committee.  No  loan  shall  be  made  unless  it  is  approved  by  a 
majority  of  the  entire  committee  and  by  all  [of  the]  members  of  the 
committee  who  are  present  at  the  meeting  at  which  the  application  is 
considered;  except  that  the  credit  committee  may  appoint  one  or  more  loan 
officers,  and  delegate  to  him  or  them  the  power  to  approve  loans  up  to  the 
unsecured  limit ,  or  in  excess  of  such  limit  if  such  excess  is  fully  secured 
by  unpledged  shares.  Each  loan  officer  shall  furnish  to  the  credit  com¬ 
mittee  a  record  of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All  loans  not 
approved  by  a  loan  officer  shall  be  acted  upon  by  the  credit  committee. 
No  individual  shall  have  authority  to  disburse  funds  of  the  Federal  credit 
union  for  any  loan  which  has  been  approved  by  him  in  his  capacity  as  a 
loan  officer.  Not  more  than  one  member  of  tht  credit  committee  may  be 
appointed  as  a  loan  officer.  Applications  for  loans  shall  be  made  on 
forms  prepared  by  such  committee,  which  shall  set  forth  the  purpose 
for  which  the  loan  is  desired,  the  security,  if  any,  and  such  other  data 
as  may  be  required.  No  loan  shall  be  made  to  any  member,  except 
in  the  case  of  a  loan  by  a  Federal  central  credit  union  to  a  member  credit 
union,  which  [shall  cause]  causes  such  member  to  become  indebted 
to  the  Federal  credit  union  in  [the  aggregate,  upon  loans  made  to 
such  member,  in  excess  of  $200  or  10  per  centum  of  the  Federal  credit 
union’s  paid-in  and  unimpaired  capital  and  surplus,  whichever  is 
greater,  or  in  excess  of  $400  unless  such  excess  over  $400  is  adequately 
secured.]  an  aggregate  amount,  upon  loans  made  to  such  member,  which 
is  in  excess  of  $ 200  or  10  per  centum  of  the  credit  union’s  paid-in  unim¬ 
paired  capital  and  surplus,  whichever  is  greater,  or  in  excess  of  $1,000 
unless  such  excess  over  $1,000  is  adequately  secured.  For  the  purposes 
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of  this  [subdivision]  section  an  assignment  of  shares  or  the  endorse¬ 
ment  of  a  note  shall  be  deemed  security. 

SUPERVISORY  COMMITTEE 

[(e)]  Sec.  16.  The  supervisory  committee  shall  make  [,]  or  cause 
to  be  made,  at  least  quarterly,  an  examination  of  the  affairs  of  the 
Federal  credit  union,  including  an  audit  of  its  books;  shall  make  or 
cause  to  be  made  a  report  oj  its  quarterly  examination  to  the  board  of 
directors;  shall  make  or  cause  to  be  made  an  annual  audit,  [and  a  report 
to  be  submitted]  a  report  oj  which  shall  be  submitted  to  the  members  at 
the  next  annual  meeting  of  the  corporation;  [,  by  a  unanimous  vote, 
may  suspend]  may  suspend  by  a  unanimous  vote  any  officer  of  the 
corporation  [,]  or  any  member  of  the  credit  committee  or  of  the  board 
of  directors,  until  the  next  members’  meeting,  which  [said]  members ’ 
meeting[,  however,]  shall  be  held  [within  seven  days  of  said  sus¬ 
pension  and  at  which  meeting  said]  not  less  than  seven  nor  more  than 
fourteen  days  after  such  suspension  and  at  which  meeting  such  suspen¬ 
sion  shall  be  acted  upon  by  the  members;  and[,  by  a  majority  vote,] 
may  call  by  a  majority  vote  a  special  meeting  of  the  shareholders  to  con¬ 
sider  any  violation  of  this  Act,  the  charter,  or  [of]  the  bylaws,  or  any 
practice  of  the  corporation  deemed  by  the  supervisory  committee  to 
be  unsafe  or  unauthorized.  [The  said  committee  shall  fill  vacancies 
in  its  own  membership  until  successors  to  be  elected  at  the  next 
annual  meeting  have  qualified.]  Any  member  of  the  supervisory 
committee  may  be  suspended  by  the  board  oj  directors.  The  members 
shall  decide,  at  a  meeting  held  not  less  than  seven  nor  more  than  fourteen 
days  after  any  such  suspension,  whether  the  suspended  committee  member 
shall  be  removed  from  or  restored  to  the  supervisory  committee.  The 
supervisory  committee  shall  cause  the  passbooks  and  accounts  of  the 
members  to  be  verified  with  the  records  of  the  treasurer  from  time 
to  time,  and  not  less  frequently  than  once  very  two  years.  As  used 
in  this  [subsection]  section,  the  term  “passbook”  shall  include  any 
book,  statement  of  account,  or  other  record  approved  by  the  Director 
for  use  by  Federal  credit  unions. 

reserves 

[Sec.  12  Reserves. — ]  Sec.  17.  All  entrance  fees  and  [fines] 
charges  provided  by  the  bylaws  and  20  per  centum  of  the  net  earnings 
of  each  [year]  dividend  period,  before  the  declaration  of  any  [divi¬ 
dend]  dividends,  shall  be  set  aside  as  a  regular  reserve  against 
losses  on  bad  loans  and  such  other  losses  as  may  be  specified  in 
the  bylaws  in  accordance  with  regulations  prescribed  under  this 
Act:  Provided,  however,  That  when  the  regular  reserve  thus  estab¬ 
lished  shall  equal  10  per  centum  of  the  total  amount  of  members’ 
shareholdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  excess  of 
20  per  centum  of  the  net  earnings  as  may  be  needed  to  maintain  this 
10  per  centum  ratio  shall  continue  to  be  transferred.  In  addition  to 
such  regular  reserve,  special  reserves  to  protect  the  interests  of  mem¬ 
bers  shall  be  established  when  required  [(a)]  ( 1 )  by  regulation,  or 
[(b)]  (£)  in  any  special  case,  when  found  by  the  [director]  Director 
to  be  necessary  for  that  purpose. 
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DIVIDENDS 

Sec.  [13]  18.  [At  the  annual  meeting  a  dividend  may  be  declared 
from  the  remaining  net  earnings  on  recommendation  of  the  board  of  di¬ 
rectors,  which  dividend  shall  be  paid  on  all  paid-up  shares  outstanding 
at  the  end  of  the  preceding  fiscal  year.]  Annually  or  semiannually, 
as  the  bylaws  may  provide,  and  after  provision  for  the  required  reserves, 
the  board  of  directors  may  declare  a,  dividend  to  be  paid  from  the  remaining 
net  earnings.  Such  dividend  shall  be  paid  on  all  paid-up  shares  out¬ 
standing  at  the  end  of  the  period  for  which  the  dividend  is  declared. 
Shares  which  become  fully  paid  up  during  such  [year]  dividend  period 
and  are  outstanding  at  the  close  of  the  period  shall  be  entitled  to  a  pro¬ 
portional  part  of  [said]  such  dividend  [calculated  from  the  1st  day 
of  the  month  following  such  payment  in  full].  Dividend  credit  for 
a  month  may  be  accrued  on  shares  which  are  or  become  fully  paid  up 
during  the  first  five  days  of  tha  t  month. 

EXPULSION  AND  WITHDRAWAL 

Sec.  [14]  19.  A  member  may  be  expelled  by  a  two-thirds  vote  of  the 
members  of  a  Federal  credit  union  present  at  a  special  meeting  called 
for  the  purpose,  but  only  after  an  opportunity  has  been  given  him  to 
be  heard.  Withdrawal  or  expulsion  of  a  member  shall  not  operate  to 
relieve  him  from  liability  to  the  Federal  credit  union.  The  amount 
to  be  paid  a  withdrawing  or  expelled  member  by  a  Federal  credit 
union  shall  be  determined  and  paid  in  the  manner  specified  in  the 
bylaws. 

MINORS 

Sec.  [15]  20.  Shares  may  be  issued  in  the  name  of  a  minor  or  in 
trust,  subject  to  such  conditions  as  may  be  prescribed  by  the  bylaws. 
[The]  When  shares  are  issued  in  trust,  the  name  of  the  beneficiary 
shall  be  disclosed  to  the  Federal  credit  union. 

CERTAIN  POWERS  OF  DIRECTOR 

Sec.  [16]  21.  (a)  The  Director  may  prescribe  rules  and  regulations 
for  the  administration  of  this  Act  (including,  but  not  by  way  of 
limitation,  the  merger,  consolidation,  [and/or]  and  dissolution  of 
corporations  organized  under  this  Act). 

(b)(1)  The  Director  may  suspend  or  revoke  the  charter  of  any 
Federal  credit  union,  or  place  the  same  in  involuntary  liquidation  and 
appoint  a  liquidating  agent  therefor,  upon  his  finding  that  the  organi¬ 
zation  is  bankrupt  or  insolvent  or  has  violated  any  of  the  provisions 
of  its  charter,  its  bylaws,  [or  of  this  chapter]  this  Act,  or  [of]  any 
regulations  issued  thereunder. 

(2)  The  Director,  through  such  persons  as  he  shall  designate,  may 
examine  any  Federal  credit  union  in  voluntary  liquidation  and,  upon 
his  finding  that  such  voluntary  liquidation  is  not  being  conducted  in 
an  orderly  or  efficient  manner  or  in  the  best  interests  of  its  members, 
may  terminate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent  therefor. 

(3)  Such  liquidating  agent  shall  have  power  and  authority,  subject 
to  the  control  and  supervision  of  the  Director  and  under  such  rules  and 
regulations  as  the  Director  may  prescribe,  [(i)]  (A.)  to  receive  and  take 
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possession  of  the  books,  records,  assets,  and  property  of  every  descrip¬ 
tion  of  the  Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound  all  bad  or 
doubtful  debts,  and  to  sue  in  bis  own  name  or  in  the  name  of  the 
Federal  credit  union  in  liquidation,  and  defend  such  actions  as  may  be 
brought  against  him  as  liquidating  agent  or  against  the  Federal  credit 
union;  [(ii)]  ( B )  to  receive,  examine,  and  pass  upon  all  claims  against 
the  Federal  credit  union  in  liquidation,  including  claims  of  members  on 
shares;  [(hi)]  ( C )  to  make  distribution  and  payment  to  creditors  and 
members  as  their  interests  may  appear;  and  [(iv)]  ( D )  to  execute 
such  documents  and  papers  and  to  do  such  other  acts  and  things 
which  he  may  deem  necessary  or  desirable  to  discharge  his  duties 
hereunder. 

(4)  Subject  to  the  control  and  supervision  of  the  Director  and  under 
such  rules  and  regulations  as  the  Director  may  prescribe,  the  liquidat¬ 
ing  agent  of  a  Federal  credit  union  in  involuntary  liquidation  shall 
[(i)]  64)  cause  notice  to  be  given  to  creditors  and  members  to  present 
their  claims  and  make  legal  proof  thereof,  which  notice  shall  be 
published  once  a  week  in  each  of  three  successive  weeks  in  a  news¬ 
paper  of  general  circulation  in  each  county  in  which  the  Federal 
credit  union  in  liquidation  maintained  an  office  or  branch  for  the 
transaction  of  business  on  the  date  it  ceased  unrestricted  opera¬ 
tions^  Provided ,  That];  except  that  whenever  the  aggregate  book 
value  of  the  assets  and  property  of  a  Federal  credit  union  in  in¬ 
voluntary  liquidation  is  less  than  $1,000,  unless  the  Director  shall 
find  that  its  books  and  records  do  not  contain  a  true  and  accurate 
record  of  its  liabilities,  he  shall  declare  such  Federal  credit  union 
in  liquidation  to  be  a  “no  publication”  liquidation,  and  publication 
of  notice  to  creditors  and  members  shall  not  be  required  in  such  case; 
[(ii)]  (B)  from  time  to  time  make  a  ratable  dividend  on  all  such 
claims  as  may  have  been  proved  to  his  satisfaction  or  adjudicated  in  a 
court  of  competent  jurisdiction  and,  after  the  assets  of  such  organiza¬ 
tion  have  been  liquidated,  [shall]  make  further  dividends  on  all  claims 
previously  proved  or  adjudicated[;  and  the  liquidating  agent],  and  he 
may  accept  in  lieu  of  a  formal  proof  of  claim  on  behalf  of  any  creditor 
or  member  the  statement  of  any  amount  due  to  such  creditor  or 
member  as  shown  on  the  books  and  records  of  the  credit  union  [: 
Provided ,  That];  but  all  claims  not  filed  before  payment  of  the  final 
dividend  shall  be  barred  and  claims  rejected  or  disallowed  by  the 
liquidating  agent  shall  be  likewise  barred  unless  suit  be  instituted 
thereon  within  three  months  after  notice  of  rejection  or  disallowance; 
[(iii)]  P)  in  a  “no  publication”  liquidation,  determine  from  all 
sources  available  to  him,  and  within  the  limits  of  available  funds  of  the 
Federal  credit  union,  the  amounts  due  to  creditors  and  members, 
and  after  sixty  days  shall  have  elapsed  from  the  date  of  his  appoint¬ 
ment^  shall]  distribute  the  funds  of  the  Federal  credit  union  to 
creditors  and  members  ratably  and  as  their  interests  may  appear. 

(5)  Upon  certification  by  the  liquidating  agent  in  the  case  of  an 
involuntary  liquidation  and  upon  such  proof  as  shall  be  satisfactory 
to  the  Director  in  the  case  of  a  voluntary  liquidation,  that  distribution 
has  been  made  and  that  liquidation  has  been  completed,  as  provided 
herein,  the  Director  shall  cancel  the  charter  of  such  Federal  credit 
union[:  Provided,  That];  but  the  corporate  existence  of  the  Federal 
credit  union  shall  continue  for  a  period  of  three  years  from  the  date  of 
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such  cancellation  of  its  charter,  during  which  period  the  liquidating 
agent,  or  his  duly  appointed  successor,  or  such  persons  as  the  Director 
shall  designate,  may  act  on  behalf  of  the  Federal  credit  union  for  the 
purpose  of  paying,  satisfying,  and  discharging  any  existing  liabilities 
or  obligations,  collecting  and  distributing  its  assets,  and  doing  all 
other  acts  required  to  adjust  and  wind  up  its  business  and  affairs, 
and  it  may  sue  and  be  sued  in  its  corporate  name. 

[(b)]  (c)  After  the  expiration  of  five  years  from  the  date  of 
cancellation  of  the  charter  of  a  Federal  credit  union  the  Director  may, 
in  his  discretion,  destroy  any  or  all  books  and  records  of  such  Federal 
credit  union  in  his  possession  or  under  his  control. 

[(c)]  ( d )  The  Director  is  [hereby]  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  'any  and  ail  duties  vested 
in  him  hereby,  through  such  persons  as  he  shall  designate  or  employ; 
and  he  may  delegate  to  any  person  or  persons,  including  any  institu¬ 
tion  operating  under  the  general  supervision  of  the  Bureau,  the  per¬ 
formance  and  discharge  of  any  authority,  power,  or  function  vested 
in  him  by  this  Act. 

[(d)]  ( 6 )  All  books  and  records  of  Federal  credit  unions  shall  be 
kept  and  reports  shall  be  made  in  accordance  with  forms  approved 
by  the  Director. 

[(e)]  if)  The  Director  is  [hereby]  authorized  to  make  investiga¬ 
tions  and  to  conduct  researches  and  studies  of  the  problems  of  persons 
of  small  means  in  obtaining  credit  at  reasonable  rates  of  interest,  and 
of  the  methods  and  benefits  of  cooperative  saving  and  lending  among 
such  persons.  He  is  further  authorized  to  make  reports  of  such  in¬ 
vestigations  and  to  publish  and  disseminate  the  same. 

[(f)]  (<7)  Any  officer  or  employee  of  the  Bureau  [of  Federal  Credit 
Unions]  is  authorized,  when  designated  for  the  purpose  by  the 
Director  [of  the  Bureau  of  Federal  Credit  Unions],  to  administer 
oaths  and  affirmations  and  to  take  affidavits  and  depositions  touching 
upon  any  matter  within  the  jurisdiction  of  the  Bureau  [of  Federal 
Credit  Unions]. 

[(g)]  (A)  The  Director  [of  the  Bureau  of  Federal  Credit  Unions] 
is  authorized,  empowered,  and  directed  to  require  that  every  person 
appointed  or  elected  by  any  Federal  credit  union  to  any  position 
requiring  the  receipt,  [payment  or]  payments,  or  custody  of  money 
or  other  personal  property  owned  by  a  Federal  credit  [union  or] 
union,  or  in  its  custody  or  control  as  collateral  or  otherwise,  [to] 
give  bond  in  a  corporate  surety  company  holding  a  certificate  of 
authority  from  the  Secretary  of  the  Treasury  under  the  Act  [of 
Congress]  approved  July  30,  1947  (6  U.S.C.  [,  secs.]  6-13),  as  an 
acceptable  surety  on  Federal  bonds.  Any  such  bond  or  bonds  shall 
be  in  a  form  approved  by  the  Director  with  a  view  to  providing  surety 
coverage  to  the  Federal  credit  union  with  reference  to  loss  by  reason 
of  acts  of  fraud  or  dishonesty  including  forgery,  theft,  embezzlement, 
wrongful  [abstraction  or]  abstraction,  or  misapplication  on  the  part 
of  the  person  directly  or  through  connivance  with  others,  and  such 
other  surety  coverages  as  the  Director  may  determine  to  be  reasonably 
appropriate  or  as  elsewhere  required  by  this  [chapter]  Act.  Any 
such  bond  or  bonds  shall  be  in  such  an  amount  in  relation  to  the 
money  or  other  personal  property  involved  or  in  relation  to  the 
assets  of  the  Federal  credit  union  as  the  Director  may  from  time  to 
time  prescribe  by  regulation  for  the  purpose  of  requiring  reasonable 
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coverage.  In  lieu  of  individual  bonds  the  Director  may  approve  the 
use  of  a  form  of  schedule  or  blanket  bond  winch  covers  all  of  the 
officers  and  employees  of  a  Federal  credit  union  whose  duties  include 
the  receipt,  payment,  or  custody  of  money  or  other  personal  property 
for  or  on  behalf  of  the  Federal  credit  union.  The  Director  may  also 
approve  the  use  of  a  form  of  excess  coverage  bond  whereby  a  Federal 
credit  union  may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 

FISCAL  AGENTS  AND  DEPOSITORIES 

[Sec.  17.]  Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall  act  as 
fiscal  agent  of  the  United  States  and  shall  perform  such  services  as  the 
Secretary  of  the  Treasury  may  require  in  connection  with  the  collec¬ 
tion  of  taxes  and  other  obligations  due  the  United  States  and  the 
lending,  borrowing,  and  repayment  of  money  by  the  United  States, 
including  the  issue,  sale,  [redemption  or]  redemption,  or  repurchase 
of  bonds,  notes,  Treasury  certificates  of  indebtedness,  or  other  obliga¬ 
tions  of  the  United  States ;  and  to  facilitate  such  purposes  the  Director 
shall  furnish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
names  and  addresses  of  all  Federal  credit  unions  with  such  other  avail¬ 
able  information  concerning  them  as  may  be  requested  by  the  Secre¬ 
tary  of  the  Treasury.  Any  Federal  credit  union  organized  under 
this  Act,  when  designated  for  that  purpose  by  the  Secretary  of  the 
Treasury  shall  be  a  depository  of  public  money,  except  receipts  from 
customs,  under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

TAXATION 

[Sec.  18.]  Sec.  23.  The  Federal  credit  unions  organized  hereunder, 
their  property,  their  franchises,  capital,  reserves,  surpluses,  and  other 
funds,  and  their  income  shall  be  exempt  from  all  taxation  now  or  here¬ 
after  imposed  by  the  United  States  or  by  any  State,  Territorial,  or 
local  taxing  authority;  except  that  any  real  property  and  any  tangible 
personal  property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent  as 
other  similar  property  is  taxed.  Nothing  herein  contained  shall  pre¬ 
vent  holdings  in  any  Federal  credit  union  organized  hereunder  from 
being  included  in  the  valuation  of  the  personal  property  of  the  owners 
or  holders  thereof  in  assessing  taxes  imposed  by  authority  of  the  State 
or  political  subdivision  thereof  in  which  the  Federal  credit  union  is 
located[ :  Provided,  however,  That];  but  the  duty  or  burden  of  collecting 
or  enforcing  the  payment  of  such  a  tax  shall  not.  be  imposed  upon  any 
such  Federal  credit  union  and  the  tax  shall  not  exceed  the  rate  of  taxes 
imposed  upon  holdings  in  domestic  credit  unions. 

[Sec.  19.  Not  to  exceed  $50,000  of  the  fund  available  to  the 
Director  under  section  4  of  the  Act  of  March  3,  1932,  for  expenses  of 
administration  in  connection  with  loans  made  thereunder  to  aid  in 
the  establishment  of  agricultural  credit  corporations,  is  hereby  made 
available  also  for  administrative  expenses  in  administering  this  Act.] 
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PARTIAL  INVALIDITY’,  RIGHT  TO  AMEND 

[Sec.  20.3  Sec.  2j.  (a)  If  any  provision  of  this  Act,  or  the  applica¬ 
tion  thereof  to  any  person  or  circumstance,  is  held  invalid,  the  re¬ 
mainder  of  the  Act,  and  the  application  of  such  [provisions]  provision 
to  other  persons  or  circumstances,  shall  not  be  affected  thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or  any  part  thereof, 
or  any  charter  issued  pursuant  to  the  provisions  of  this  Act,  is  ex¬ 
pressly  reserved. 


SPACE  IN  FEDERAL  BUILDINGS 

[Sec.  21.3  Sec.  25.  Upon  application  by  any  credit  union  organized 
under  State  law  or  by  any  Federal  credit  union  organized  in  accordance 
with  the  terms  of  this  Act,  at  least  95  per  centum  of  the  membership 
of  which  is  composed  [exclusively]  of  persons  who  either  are  presently 
Federal  employees  or  were  Federal  employees  at  the  time  of  admission 
into  the  credit  union,  and  members  of  their  families,  which  application 
shall  be  addressed  to  the  officer  or  agency  of  the  United  States  charged 
with  the  allotment  of  space  in  the  Federal  buildings  in  the  community 
or  district  in  which  [said]  such  credit  union  [or  Federal  credit  union] 
does  business,  such  officer  or  agency  may  in  his  or  its  discretion  allot 
space  to  such  credit  union  if  space  is  available  without  charge  for  rent 
or  services. 

CONVERSION  FROM  FEDERAL  TO  STATE  CREDIT  UNION  AND  FROM  STATE 

TO  FEDERAL  CREDIT  UNION 

W  Sec.  26.  (a)  A  Federal  credit  union  may  be  converted  into  a  State 
credit  union  under  the  laws  of  any  State,  the  District  of  Columbia,  the 
several  Territories  and  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  by  complying  with 
the  following  requirements: 

( 1 )  The  proposition  for  such  conversion  shall  first  be  approved,  and  a 
date  set  for  a  vote  thereon  by  the  members  ( either  at  a  meeting  to  be  held 
on  such  date  or  by  written  ballot  to  be  filed  on  or  before  such  date),  by  a 
majority  of  the  directors  of  the  Federal  credit  union.  Written  notice  of 
the  proposition  and  of  the  date  set  for  the  vote  shall  then  be  delivered  in 
person  to  each  member,  or  mailed  to  each  member  at  the  address  for  such 
member  appearing  on  the  records  of  the  credit  union,  not  more  than 
thirty  nor  less  than  seven  days  prior  to  such  date.  Approval  of  the 
proposition  for  conversion  shall  be  by  the  affirmative  vote  of  a  majority 
of  the  members,  in  person  or  in  writing. 

(2)  A  statement  of  the  results  of  the  vote,  verified  by  the  affidavits  of 
the  president  or  vice  president  and  the  secretary,  shall  be  filed  with  the 
Bureau  within  ten  days  after  the  vote  is  taken. 

(3)  Promptly  after  the  vote  is  taken  and  in  no  event  later  than  ninety 
days  thereafter,  if  the  proposition  for  conversion  was  approved  by  such 
vote,  the  credit  union  shall  take  such  action  as  may  be  necessary  under  the 
applicable  State  law  to  make  it  a  State  credit  union,  and  within  ten  days 
after  receipt  of  the  State  credit  union  charter  there  shall  be  filed  with  the 
Bureau  a  copy  of  the  charter  thus  issued.  Upon  such  filing  the  credit 
union  shall  cease  to  be  a  Federal  credit  union. 


30 


FEDERAL  CREDIT  UNION  ACT 


(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit  union  shall 
no  longer  be  subject  to  any  of  the  provisions  of  this  Act.  The  successor 
State  credit  union  shall  be  vested  with. all  of  the  assets  and  shall  continue 
responsible  for  all  of  the  obligations  of  the  Federal  credit  union  to  the 
same  extent  as  though  the  conversion  had  not  taken  place. 

(b)  (1)  A  State  credit  union,  organized  under  the  laws  of  any  State, 
the  District  of  Columbia,  the  several  Territories  and  possessions  of  the 
United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto 
Rico,  may  be  converted  into  a  Federal  credit  union  by  (A)  complying 
with  all  State  requirements  requisite  to  enabling  it  to  convert  to  a  Federal 
credit  union  or  to  cease  being  a  State  credit  union,  ( B )  filing  with  the 
Bureau  proof  of  such  compliance,  satisfactory  to  the  Director,  and  (C) 
filing  with  the  Bureau  an  organization  certificate  as  required  by  this  Act. 

(2)  When  the  Director  has  been  satisfied  that  all  of  such  requirements, 
and  all  other  requirements  of  this  Act,  have  been  complied  with,  the 
Director  shall  approve  the  organization  certificate.  Upon  such  approval, 
the  State  credit  union  shall  become  a  Federal  credit  union  as  of  the  date 
it  ceases  to  be  a  State  credit  union.  The  Federal  credit  union  shall  be 
vested  with  all  of  the  assets  and  shall  continue  responsible  for  all  of  the 
obligations  of  the  State  credit  union  to  the  same  extent  as  though  the  con¬ 
version  had  not  taken  place. 

TERRITORIAL  APPLICABILITY  OF  ACT 

[Sec.  22]  Sec.  27.  [The  provisions  of  this  Act  shall  be  extended  to 
and  in  elude  the  Panama  Canal  Zone,  and  the  Virgin  Islands.]  The 
provisions  of  this  Act  shall  apply  to  the  several  States,  the  District  of 
Columbia,  the  several  Territories  and  possessions  of  the  United  States, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico. 


SECTION  2113  OF  TITLE  18  OF  THE  UNITED  STATES  CODE 

§  2113.  Bank  robbery  and  incidental  crimes. 

(a)  Whoever,  by  force  and  violence,  or  by  intimidation,  takes,  or 
attempts  to  take,  from  the  person  or  prescence  of  another  any  property 
or  money  or  any  other  thing  of  value  belonging  to,  or  in  the  care, 
custody,  control,  management,  or  possession  of,  any  bank,  or  any 
savings  and  loan  association;  or 

Whoever  enters  or  attempts  to  enter  any  bank,  or  any  savings  and 
loan  association,  or  any  building  used  in  whole  or  in  part  as  a  bank, 
or  as  a  savings  and  loan  association,  with  intent  to  commit  in  such 
bank,  or  in  such  savings  and  loan  association,  or  building,  or  part 
thereof,  so  used,  any  felony  affecting  such  bank  or  such  savings  and 
loan  association  and  in  violation  of  any  statute  of  the  United  States, 
or  any  larceny — 

Shall  be  fined  not  more  than  $5,000  or  imprisoned  not  more  than 
twenty  years,  or  both. 

(b)  Whoever  takes  and  carries  away,  with  intent  to  steal  or  purloin, 
any  property  or  money  or  any  other  thing  of  value  exceeding  $100 
belonging  to,  or  in  the  care,  custody,  control,  management,  or  posses¬ 
sion  of  anjr  bank,  or  any  savings  and  loan  association,  shall  be  fined 
not  more  than  $5,000  or  imprisoned  not  more  than  ten  years,  or  both; 
or 


FEDERAL  CREDIT  UNION  ACT 


31 


Whoever  takes  and.  carries  away,  with  intent  to  steal  or  purloin, 
any  property  or  money  or  any  other  thing  of  value  not  exceeding  $100 
belonging  to,  or  in  the  care,  custody,  control,  management,  or  posses¬ 
sion  of  any  bank,  or  any  savings  and  loan  association,  shall  be  fined 
not  more  than  $1,000  or  imprisoned  not  more  than  one  year,  or  both. 

(c)  Whoever  receives,  possesses,  conceals,  stores,  barters,  sells,  or 
disposes  of,  any  property  or  money  or  other  thing  of  value  knowing 
the  same  to  have  been  taken  from  a  bank,  or  a  savings  and  loan  asso¬ 
ciation,  in  violation  of  subsection  (b)  of  this  section  shall  be  subject 
to  the  punishment  provided  by  said  subsection  (b)  for  the  taker. 

(d)  Whoever,  in  committing,  or  in  attempting  to  commit,  any 
offense  defined  in  subsections  (a)  and  (b)  of  this  section,  assaults  any 
person,  or  puts  in  jeopardy  the  life  of  any  person  by  the  use  of  a  dan¬ 
gerous  weapon  or  device,  shall  be  fined  not  more  than  $10,000  or 
imprisoned  not  more  than  twenty-five  years,  or  both. 

(e)  Whoever,  in  committing  any  offense  defined  in  this  section,  or 
in  avoiding  or  attempting  to  avoid  apprehension  for  the  commission  of 

)  such  offense,  or  in  freeing  himself  or  attempting  to  free  himself  from 
arrest  or  confinement  for  such  offense,  kills  any  person,  or  forces  any 
person  to  accompany  him  without  the  consent  of  such  person,  shall  be 
imprisoned  not  less  than  ten  years,  or  punished  by  death  if  the  verdict 
of  the  jury  shall  so  direct. 

(f)  As  used  in  this  section  the  term  “bank”  means  any  member 
bank  of  the  Federal  Reserve  System  and  any  bank,  banking  associa¬ 
tion,  trust  company,  savings  bank,  or  other  banking  institution 
organized  or  operating  under  the  lav/s  of  the  United  States,  and  any 
bank  the  deposits  of  which  are  insured  by  the  Federal  Deposit  Insur¬ 
ance  Corporation. 

(g)  As  used  in  this  section  the  term  “savings  and  loan  association” 
means  any  Federal  savings  and  loan  association  and  any  “insured 
institution”  as  defined  in  section  401  of  the  National  Housing  Act, 
as  amended,  and  any  “Federal  credit  union”  as  defined  in  section  2  of 
the  Federal  Credit  Union  Act. 
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IN  THE  HOUSE  OE  REPRESENTATIVES 

July  20, 1959 

Mr.  Spence  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 

July  21, 1959 

Committed  to  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

and  ordered  to  be  printed 


A  BILL 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta - 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  the  Federal  Credit  Union  Act  (48  Stat.  1216;  12 

4  U.S.C.,  secs.  1751-1772)  is  amended  to  read  as  follows: 

5  ‘"short  title 

6  “Section  1.  This  Act  may  be  cited  as  the  "Federal 

7  Credit  Union  Act’. 

8  “definitions 

9  “Sec.  2.  As  used  in  this  Act — 

10  “  ( 1 )  the  term  ‘Federal  credit  union’  means  a 

11  cooperative  association  organized  in  accordance  with  the 
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provisions  of  this  Act  for  the  purpose  of  promoting  thrift 
among  its  members  and  creating  a  source  of  credit  for 
provident  or  productive  purposes  ; 

“  (2)  the  term  ‘Bureau’  means  the  Bureau  of  Fed¬ 
eral  Credit  Unions;  and 

“(3)  the  term  ‘Director’  means  the  Director  of 
the  Bureau  of  Federal  Credit  Unions. 

“creation  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health, 
Education,  and  Welfare  a  Bureau  of  Federal  Credit  Unions, 
which  shall  be  under  the  supervision  of  a  Director  appointed 
by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  he 
under  the  general  direction  and  supervision  of  the  Secretary. 
“federal  credit  union  organization 
“Sec.  4.  Any  seven  or  more  natural  persons  who  desire 
to  form  a  Federal  credit  union  shall  subscribe  before  some 
officer  competent  to  administer  oaths  an  organization  certifi¬ 
cate  in  duplicate  which  shall  specifically  state — 

“  (1)  the  name  of  the  association; 

“(2)  the  location  of  the  proposed  Federal  credit 
union  and  the  territory  in  which  it  will  operate; 

“  (3)  the  names  and  addresses  of  the  subscribers  to 
the  certificate  and  the  number  of  shares  subscribed  by 
each ; 
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“  (4)  the  par  value  of  the  shares,  which  shall  be  $5 
each ; 

“  (5)  the  proposed  field  of  membership,  specified  in 
detail ; 

“(6)  the  term  of  the  existence  of  the  corporation, 
which  may  be  perpetual;  and 

“  (7)  the  fact  that  the  certificate  is  made  to  enable 
such  persons  to  avail  themselves  of  the  advantages  of 
this  Act. 

Such  organization  certificate  may  also  contain  any  pro¬ 
visions  approved  by  the  Director  for  the  management  of  the 
business  of  the  association  and  for  the  conduct  of  its  affairs 
and  relative  to  the  powers  of  its  directors,  officers,  or  stock¬ 
holders. 

“approval  of  organization  certificate 
“Sec.  5.  The  organization  certificate  shall  be  presented 
to  the  Director  for  approval.  Before  any  organization  cer¬ 
tificate  is  approved,  an  appropriate  investigation  shall  be 
made  for  the  purpose  of  determining  (1)  whether  the  or¬ 
ganization  certificate  conforms  to  the  provisions  of  this  Act; 

(2)  the  general  character  and  fitness  of  the  subscribers 
thereto;  and  (3)  the  economic  advisability  of  establishing 
the  proposed  Federal  credit  union.  Upon  approval  of  such 
organization  certificate  by  the  Director  it  shall  be  the  char¬ 
ter  of  the  corporation,  and  one  of  the  originals  thereof  shall 
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be  delivered  to  the  corporation  after  the  payment  of  the  fee 
required  therefor.  Upon  such  approval  the  Federal  credit 
union  shall  be  a  body  corporate  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the 
powers  and  charged  with  all  of  the  liabilities  conferred  and 
imposed  by  this  Act  upon  corporations  organized  hereunder. 

“pees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident 
to  the  ascertainment  of  whether  an  organization  certificate 
should  be  approved,  the  subscribers  to  any  such  certificate 
shall  pay,  at  the  time  of  filing  their  organization  certificate, 
the  amount  prescribed  by  the  Director,  which  shall  not 
exceed  $20  in  any  case;  and  on  the  approval  of  any 
organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal 
credit  union  shall  pay  to  the  Bureau,  for  the  preceding 
calendar  year,  a  supervision  fee  in  accordance  with  a  grad¬ 
uated  scale  prescribed  by  regulation  on  the  basis  of  assets 
as  of  December  31  of  such  preceding  year,  but  such  fee 
shall  in  no  event  be  less  than  $10  nor  more  than  the  appli¬ 
cable  amoimt  specified  in  the  following  table: 

“Total  assets  Maximum  fee 

$500,000  or  less -  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000__  $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 -  $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 
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All  such  fees  shall  be  deposited  with  the  Treasurer  of  the 
United  States  for  the  account  of  the  Bureau  and  may  be 
expended  by  the  Director  for  such  administrative,  super¬ 
visory,  and  other  expenses  incurred  in  carrying  out  the  pro¬ 
visions  of  this  Act  as  he  may  determine  to  be  proper,  the 
purpose  of  such  fees  being  to  defray  such  expenses  as  far 
as  practicable.  No  annual  supervision  fee  shall  be  payable 
by  a  Federal  credit  union  with  respect  to  the  year  in  which 
its  charter  is  issued,  or  in  which  final  distribution  is  made 
in  its  liquidation  or  the  charter  is  otherwise  canceled. 
“reports  and  examinations 
“Sec.  7.  Federal  credit  unions  shall  he  under  the 
supervision  of  the  Director,  and  shall  make  financial  reports 
to  him  as  and  when  he  may  require,  but  at  least  annually. 
Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records 
accessible  to,  any  person  designated  by  the  Director.  The 
Director  shall  fix  a  scale  of  examination  fees  to  be  paid 
by  Federal  credit  unions,  giving  due  consideration  to  the 
time  and  expense  incident  to  such  examinations,  and  to 
the  ability  of  Federal  credit  unions  to  pay  such  fees,  which 
fees  shall  be  assessed  against  and  paid  by  each  Federal 
credit  union  promptly  after  the  completion  of  such  exami¬ 
nation.  Examination  fees  collected  under  the  provisions  of 
this  section  shall  be  deposited  to  the  credit  of  the  special 
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fund  created  by  section  6,  and  shall  be  available  for  the 
purposes  specified  in  such  section. 

“powees 

“Sec.  8.  A  Federal  credit  union  shall  have  succession 
in  its  corporate  name  during  its  existence  and  shall  have 
power — 

“(1)  to  make  contracts; 

“  (2)  to  sue  and  be  sued; 

“(3)  to  adopt  and  use  a  common  seal  and  alter 
the  same  at  pleasure; 

“(4)  to  purchase,  hold,  and  dispose  of  property 
necessary  or  incidental  to  its  operations; 

“(5)  to  make  loans  with  maturities  not  exceeding 
five  years  to  its  members  for  provident  or  productive 
purposes  upon  such  terms  and  conditions  as  this  Act 
and  its  bylaws  provide  and  as  the  credit  committee  or 
a  loan  officer  may  approve,  at  rates  of  interest  not  ex¬ 
ceeding  1  per  centum  per  month  on  unpaid  balances, 
inclusive  of  all  charges  incident  to  making  the  loan; 
except  that  no  loans  to  a  director  or  member  of  the 
supervisory  or  credit  committee  shall  exceed  the  amount 
of  his  holdings  in  the  Federal  credit  union  as  represented 
by  shares  thereof  plus  the  total  unencumbered  and  un- 
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pledged  shareholdings  in  the  Federal  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such 
director  or  committee  member.  No  director  or  member 
of  the  supervisory  or  credit  committee  shall  endorse  for 
borrowers.  A  borrower  may  repay  his  loan,  prior  to 
maturity,  in  whole  or  in  part  on  any  business  day.  The 
taking,  receiving,  reserving,  or  charging  of  a  rate  of 
interest  greater  than  is  allowed  by  this  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire 
interest  which  the  note,  hill,  or  other  evidence  of  debt 
carries  with  it,  or  which  has  been  agreed  to  be  paid 
thereon.  If  such  greater  rate  of  interest  has  been  paid, 
the  person  by  whom  it  has  been  paid,  or  his  legal  repre¬ 
sentatives,  may  recover  hack  from  the  credit  union  taking 
or  receiving  the  same,  in  an  action  in  the  nature  of  an 
action  of  debt,  the  entire  amount  of  interest  paid;  but 
such  action  must  be  commenced  within  two  years 
from  the  time  the  usurious  collection  was  made. 
Loans  shall  be  paid  or  amortized  in  accordance  with 
rules  and  regulations  prescribed  by  the  Director  after 
taking  into  account  the  needs  or  conditions  of  the  bor¬ 
rowers,  the  amounts  and  duration  of  the  loans,  the  in¬ 
terests  of  the  members  and  the  credit  unions,  and  such 
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other  factors  as  the  Director  deems  relevant,  but  such 
rules  and  regulations  shall  not  require  payments  more 
frequently  than  annually; 

“(6)  to  receive  from  its  members  payments  on 
shares ; 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively 
to  members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  or  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation; 

“(8)  to  make  deposits  in  national  hanks  and  in 
State  banks,  trust  companies,  and  mutual  savings  banks 
operating  in  accordance  with  the  laws  of  the  State  in 
which  the  Federal  credit  union  does  business; 

“  (9)  to  borrow,  in  accordance  with  such  rules  and 
regulations  as  may  be  prescribed  by  the  Director,  from 
any  source,  in  an  aggregate  amount  not  exceeding  50 
per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit  union  may 
discount  with  or  sell  to  any  Federal  intermediate  credit 
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bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital ; 

“  (10)  to  levy  late  charges,  in  accordance  with  the 
bylaws,  for  failure  of  members  to  meet  promptly  their 
obligations  to  the  Federal  credit  union; 

“(11)  to  impress  and  enforce  a  lien  upon  the  shares 
and  dividends  of  any  member,  to  the  extent  of  any  loan 
made  to  him  and  any  dues  or  charges  payable  by  him; 

“  ( 12)  in  accordance  with  rules  and  regulations  pre¬ 
scribed  by  the  Director,  to  sell  to  members  negotiable 
checks  (including  travelers  checks)  and  money  orders, 
and  to  cash  checks  and  money  orders  for  members,  for 
a  fee  which  does  not  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service ;  and 

“(13)  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on 
effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Fed¬ 
eral  credit  unions  the  Director  shall  from  time  to  time  cause 
to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by 
Federal  credit  union  incorporators,  and  shall  be  supplied  to 
them  on  request.  At  the  time  of  presenting  the  organization 
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certificate  the  incorporators  shall  also  submit  proposed  by¬ 
laws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  con¬ 
sist  of  the  incorporators  and  such  other  persons  and  incor¬ 
porated  and  unincorporated  organizations,  to  the  extent 
permitted  by  rules  and  regulations  prescribed  by  the  Di¬ 
rector,  as  may  be  elected  to  membership  and  as  such  shall, 
each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee;  except  that 
Federal  credit  union  membership  shall  be  limited  to  groups 
having  a  common  bond  of  occupation  or  association,  or  to 
groups  within  a  well-defined  neighborhood,  community,  or 
rural  district.  Shares  may  be  issued  in  joint  tenancy  with 
right  of  survivorship  with  any  persons  designated  by  the 
credit  union  member,  but  no  joint  tenant  shall  be  permitted 
to  vote,  obtain  loans,  or  hold  office,  unless  he  is  within  the 
field  of  membership  and  is  a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions 
shall  end  December  31.  The  annual  meeting  of  each  Fed¬ 
eral  credit  union  shall  be  held  at  such  time  during  the  month 
of  the  following  January  and  at  such  place  as  its  bylaws  shall 
prescribe.  Special  meetings  may  be  held  in  the  manner 
indicated  in  the  bylaws.  No  member  shall  be  entitled  to 
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vote  by  proxy,  but  a  member  other  than  a  natural  person 
may  vote  through  an  agent  designated  for  the  purpose.  Ir¬ 
respective  of  the  number  of  shares  held  by  him,  no  member 
shall  have  more  than  one  vote. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors, 
and  a  credit  committee  of  not  less  than  three  members,  all 
to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members,  and  by  a  supervisory  committee  of  three  mem¬ 
bers,  one  of  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  board.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as 
original  appointments  to  such  committee.  All  members  of 
the  board  and  of  such  committees  shall  hold  office  for  such 
terms,  respectively,  as  the  bylaws  may  provide.  A  record  of 
the  names  and  addresses  of  the  members  of  the  board  and 
such  committees  and  of  the  officers  of  the  credit  union  shall 
be  filed  with  the  Bureau  within  ten  days  after  their  election 
or  appointment.  No  member  of  the  board  or  of  either  such 
committee  shall,  as  such,  be  compensated. 

“OFFICEES 

“Sec.  13.  At  their  first  meeting  after  the  annual  meet¬ 
ing  of  the  members,  the  directors  shall  elect  from  their  num¬ 
ber  a  president,  one  or  more  vice  presidents,  a  secretary,  and 
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a  treasurer,  who  shall  be  the  executive  officers  of  the  cor¬ 
poration.  No  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such.  The  offices  of  secretary  and  treas¬ 
urer  may  be  held  by  the  same  person.  The  duties  of  the 
officers  shall  be  as  determined  by  the  bylaws,  except  that  the 
treasurer  shall  be  the  general  manager  of  the  corporation. 
Before  the  treasurer  shall  enter  upon  his  duties  he  shall  give 
bond  with  good  and  sufficient  surety,  in  an  amount  and  char¬ 
acter  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the 
Director,  conditioned  upon  the  faithful  performance  of  his 
trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least 
once  a  month  and  shall  have  the  general  direction  and  con¬ 
trol  of  the  affairs  of  the  corporation.  Minutes  of  all  such 
meetings  shall  be  kept.  Among  other  things  they  shall  act 
upon  applications  for  membership ;  require  any  officer  or  em¬ 
ployee  having  custody  of  or  handling  funds  to  give  bond 
with  good  and  sufficient  surety  in  an  amount  and  character 
to  be  determined  by  the  board  of  directors  in  compliance 
with  regulations  prescribed  from  time  to  time  by  the  Di¬ 
rector,  and  authorize  the  payment  of  the  premium  or  pre¬ 
miums  therefor  from  the  funds  of  the  Federal  credit  union; 
fill  vacancies  in  the  board  and  in  the  credit  committee  until 
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successors  elected  at  the  next  annual  meeting  have  qualified ; 
have  charge  of  investments  other  than  loans  to  members; 
determine  from  time  to  time  the  maximum  number  of  shares 
that  may  he  held  by  an  individual;  subject  to  the  limitations 
of  this  Act,  determine  the  interest  rates  on  loans  and  the 
maximum  amount  which  may  be  loaned  with  or  without 
security  to  any  member;  subject  to  such  regulations  as  may 
be  issued  by  the  Director,  authorize  an  interest  refund  to 
members  of  record  at  the  close  of  business  on  December  31 
in  proportion  to  the  interest  paid  by  them  during  that  year; 
and  provide  for  compensation  of  necessary  clerical  and  au¬ 
diting  assistance  requested  by  the  supervisory  committee,  and 
of  loan  officers  appointed  by  the  credit  committee.  The 
board  may  appoint  an  executive  committee  of  not  less  than 
three  directors  to  act  for  it  in  the  purchase  and  sale  of  secu¬ 
rities  or  the  making  of  loans  to  other  credit  unions,  or  both. 
Such  executive  committee  or  a  membership  officer  appointed 
by  the  board  from  among  the  members  of  the  credit  union, 
other  than  the  treasurer,  an  assistant  treasurer,  or  a  loan  offi¬ 
cer,  may  be  authorized  by  the  board  to  approve  applications 
for  membership  under  such  conditions  as  the  board  may  pre¬ 
scribe;  except  that  such  committee  or  membership  officer  so 
authorized  shall  submit  to  the  board  at  each  monthly  meet¬ 
ing  a  list  of  approved  or  pending  applications  for  member¬ 
ship  received  since  the  previous  monthly  meeting,  together 
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with  such  other  related  information  as  the  bylaws  or  the 
board  may  require. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meet¬ 
ings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  to  consider  appli¬ 
cations  for  loans.  Reasonable  notice  of  such  meetings  shall 
be  given  to  all  members  of  the  committee.  No  loan  shall  be 
made  unless  it  is  approved  by  a  majority  of  the  entire  com¬ 
mittee  and  by  all  members  of  the  committee  who  are  present 
at  the  meeting  at  which  the  application  is  considered ;  except 
that  the  credit  committee  may  appoint  one  or  more  loan  offi¬ 
cers,  and  delegate  to  him  or  them  the  power  to  approve  loans 
up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if 
such  excess  is  fully  secured  by  unpledged  shares.  Each 
loan  officer  shall  furnish  to  the  credit  committee  a  record 
of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All 
loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by 
the  credit  committee.  No  individual  shall  have  authorit}^  to 
disburse  funds  of  the  Federal  credit  union  for  any  loan  which 
has  been  approved  by  him  in  his  capacity  as  a  loan  officer. 
Not  more  than  one  member  of  the  credit  committee  may 
be  appointed  as  a  loan  officer.  Applications  for  loans 
shall  he  made  on  forms  prepared  by  such  committee, 
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which  shall  set  forth  the  purpose  for  which  the  loan  is 
desired,  the  security,  if  any,  and  such  other  data  as  may 
he  required.  No  loan  shall  be  made  to  any  member  which 
causes  such  member  to  become  indebted  to  the  Federal 
credit  union  in  an  aggregate  amount,  upon  loans  made  to 
such  member,  which  is  in  excess  of  $200  or  10  per  centum 
of  the  credit  union’s  paid-in  unimpaired  capital  and  surplus, 
whichever  is  greater,  or  in  excess  of  $1,000  unless  such  ex¬ 
cess  over  $1,000  is  adequately  secured.  For  the  purposes 
of  this  section  an  assignment  of  shares  or  the  endorsement 
of  a  note  shall  be  deemed  security. 

“SUPEBVISOEY  COMMITTEE 
“Sec.  16.  The  supervisory  committee  shall  make  or 
cause  to  be  made,  at  least  quarterly,  an  examination  of  the 
affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
books;  shall  make  or  cause  to  he  made  a  report  of  its 
quarterly  examination  to  the  board  of  directors;  shall  make 
or  cause  to  be  made  an  annual  audit,  a  report  of  which 
shall  be  submitted  to  the  members  at  the  next  annual  meet¬ 
ing  of  the  corporation;  may  suspend  by  a  unanimous  vote 
any  officer  of  the  corporation  or  any  member  of  the  credit 
committee  or  of  the  board  of  directors,  until  the  next  mem¬ 
bers’  meeting,  wdiich  members’  meeting  shall  be  held  not 
less  than  seven  nor  more  than  fourteen  da}^s.  after  such 
suspension  and  at  which  meeting  such  suspension  shall  be 
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acted  upon  by  the  members;  and  may  call  by  a  majority 
vote  a  special  meeting  of  the  shareholders  to  consider 
any  violation  of  this  Act,  the  charter,  or  the  bylaws,  or 
any  practice  of  the  corporation  deemed  by  the  supervisory 
committee  to  be  unsafe  or  unauthorized.  Any  member  of 
the  supervisory  committee  may  be  suspended  by  the 
board  of  directors.  The  members  shall  decide,  at  a  meet¬ 
ing  held  not  less  than  seven  nor  more  than  fourteen  days 
after  any  such  suspension,  whether  the  suspended  com¬ 
mittee  member  shall  be  removed  from  or  restored  to  the 
supervisory  committee.  The  supervisory  committee  shall 
cause  the  passbooks  and  accounts  of  the  members  to  be 
verified  with  the  records  of  the  treasurer  from  time  to  time, 
and  not  less  frequently  than  once  every  two  years.  As  used 
in  this  section,  the  term  ‘passbook’  shall  include  any  book, 
statement  of  accoimt,  or  other  record  approved  by  the  Di¬ 
rector  for  use  by  Federal  credit  unions. 

“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the 
bylaws  and  20  per  centum  of  the  net  earnings  of  each  divi¬ 
dend  period,  before  the  declaration  of  any  dividends,  shall  be 
set  aside  as  a  regular  reserve  against  losses  on  bad  loans  and 
such  other  losses  as  may  be  specified  in  the  bylaws  in  accord¬ 
ance  with  regulations  prescribed  under  this  Act:  Provided, 
however,  That  when  the  regular  reserve  thus  established  shall 
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equal  10  per  centum  of  the  total  amount  of  members’  share¬ 
holdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  ex¬ 
cess  of  20  per  centum  of  the  net  earnings  as  may  he  needed 
to  maintain  this  10  per  centum  ratio  shall  continue  to  be 
transferred.  In  addition  to  such  regular  reserve,  special  re¬ 
serves  to  protect  the  interests  of  members  shall  be  established 
when  required  (1)  by  regulation,  or  (2)  in  any  special 
case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may 
provide,  and  after  provision  for  the  required  reserves,  the 
board  of  directors  may  declare  a  dividend  to  he  paid  from 
the  remaining  net  earnings.  Such  dividend  shall  be  paid  on 
all  paid-up  shares  outstanding  at  the  end  of  the  period  for 
which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  dividend  period  and  are  outstanding  at 
the  close  of  the  period  shall  be  entitled  to  a  proportional  part 
of  such  dividend.  Dividend  credit  for  a  month  may  be  ac¬ 
crued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  five  days  of  that  month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds 
vote  of  the  members  of  a  Federal  credit  union  present  at 
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a  special  meeting  called  for  the  purpose,  but  only  after  an 
opportunity  has  been  given  him  to  be  heard.  Withdrawal 
or  expulsion  of  a  member  shall  not  operate  to  relieve  him 
from  liability  to  the  Federal  credit  union.  The  amount  to 
be  paid  a  withdrawing  or  expelled  member  by  a  Federal 
credit  union  shall  be  determined  and  paid  in  the  manner 
specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  he  issued  in  the  name  of  a  minor 
or  in  trust,  subject  to  such  conditions  as  may  he  prescribed 
by  the  bylaws.  When  shares  are  issued  in  trust,  the  name 

0 

of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  powers  of  director 
“Sec.  21.  (a)  The  Director  may  prescribe  rules  and 
regulations  for  the  administration  of  this  Act  (including, 
but  not  by  way  of  limitation,  the  merger,  consolidation, 
and  dissolution  of  corporations  organized  under  this  Act) . 

“(b)  (1)  The  Director  may  suspend  or  revoke  the 
charter  of  any  Federal  credit  union,  or  place  the  same  in 
involuntary  liquidation  and  appoint  a  liquidating  agent  there¬ 
for,  upon  his  finding  that  the  organization  is  bankrupt  or 
insolvent,  or  has  violated  any  of  the  provisions  of  its  charter, 
its  bylaws,  this  Act,  or  any  regulations  issued  thereunder. 
“(2)  The  Director,  through  such  persons  as  he  shall 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


19 


designate,  may  examine  any  Federal  credit  union  in  volun¬ 
tary  liquidation  and,  upon  his  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  termi¬ 
nate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent 
therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  au¬ 
thority,  subject  to  the  control  and  supervision  of  the  Director 
and  under  such  rules  and  regulations  as  the  Director  may 
prescribe,  (A)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the 
Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  liquidation,  and 
defend  such  actions  as  may  he  brought  against  him  as 
liquidating  agent  or  against  the  Federal  credit  union;  (B) 
to  receive,  examine,  and  pass  upon  all  claims  against  the 
Federal  credit  union  in  liquidation,  including  claims  of  mem¬ 
bers  on  shares;  (0)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and 
(D)  to  execute  such  documents  and  papers  and  to  do  such 
other  acts  and  things  which  he  may  deem  necessary  or 
desirable  to  discharge  his  duties  hereunder. 
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“(4)  Subject  to  the  control  and  supervision  of  the 
Director  and  under  such  rules  and  regulations  as  the  Director 
may  prescribe,  the  liquidating  agent  of  a  Federal  credit 
union  in  involuntary  liquidation  shall  (A)  cause  notice  to 
be  given  to  creditors  and  members  to  present  their  claims 
and  make  legal  proof  thereof,  which  notice  shall  be  published 
once  a  week  in  each  of  three  successive  weeks  in  a  news¬ 
paper  of  general  circulation  in  each  county  in  which  the 
Federal  credit  union  in  liquidation  maintained  an  office  or 
branch  for  the  transaction  of  business  on  the  date  it  ceased 
unrestricted  operations;  except  that  whenever  the  aggre¬ 
gate  book  value  of  the  assets  and  property  of  a  Federal 
credit  union  in  involuntary  liquidation  is  less  than  $1,000, 
unless  the  Director  shall  find  that  its  books  and  records  do 
not  contain  a  true  and  accurate  record  of  its  liabilities,  he 
shall  declare  such  Federal  credit  union  in  liquidation  to  be 
a  ‘no  publication’  liquidation,  and  publication  of  notice  to 
creditors  and  members  shall  not  be  required  in  such  case; 
(B)  from  time  to  time  make  a  ratable  dividend  on  all  such 
claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi¬ 
cated  in  a  court  of  competent  jurisdiction  and,  after  the 
assets  of  such  organization  have  been  liquidated,  make  fur¬ 
ther  dividends  on  all  claims  previously  proved  or  adjudi¬ 
cated,  and  he  may  accept  in  lieu  of  a  formal  proof  of  claim 
on  behalf  of  any  creditor  or  member  the  statement  of  any 
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amount  due  to  such  creditor  or  member  as  shown  on  the 
books  and  records  of  the  credit  union ;  but  all  claims  not  filed 
before  payment  of  the  final  dividend  shall  be  barred  and 
claims  rejected  or  disallowed  by  the  liquidating  agent  shall 
be  likewise  barred  unless  suit  be  instituted  thereon  within 
three  months  after  notice  of  rejection  or  disallowance;  and 
(0)  in  a  ‘no  publication’  liquidation,  determine  from  all 
sources  available  to  him,  and  within  the  limits  of  available 
funds  of  the  Federal  credit  union,  the  amounts  due  to  credi¬ 
tors  and  members,  and  after  sixty  days  shall  have  elapsed 
from  the  date  of  his  appointment  distribute  the  funds  of  the 
Federal  credit  union  to  creditors  and  members  ratably  and  as 
their  interests  may  appear. 

“  (5)  Upon  certification  by  the  liquidating  agent  in  the 
case  of  an  involuntary  liquidation,  and  upon  such  proof  as 
shall  be  satisfactory  to  the  Director  in  the  case  of  a  voluntary 
liquidation,  that  distribution  has  been  made  and  that  liqui¬ 
dation  has  been  completed,  as  provided  herein,  the  Director 
shall  cancel  the  charter  of  such  Federal  credit  union;  but  the 
corporate  existence  of  the  Federal  credit  union  shall  continue 
for  a  period  of  three  years  from  the  date  of  such  cancellation 
of  its  charter,  during  which  period  the  liquidating  agent,  or 
his  duly  appointed  successor,  or  such  persons  as  the  Director 
shall  designate,  may  act  on  behalf  of  the  Federal  credit  union 
for  the  purpose  of  paying,  satisfying,  and  discharging  any 
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existing  liabilities  or  obligations,  collecting  and  distributing 
its  assets,  and  doing  all  other  acts  required  to  adjust  and 
wind  up  its  business  and  affairs,  and  it  may  sue  and  be  sued 
in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date 
of  cancellation  of  the  charter  of  a  Federal  credit  union  the 
Director  may,  in  his  discretion,  destroy  any  or  all  books  and 
records  of  such  Federal  credit  union  in  bis  possession  or 
under  bis  control. 

“(d)  The  Director  is  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  any  and  all  duties 
vested  in  him  hereby,  through  such  persons  as  he  shall  desig¬ 
nate  or  employ;  and  he  may  delegate  to  any  person  or  per¬ 
sons,  including  any  institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance  and  discharge 
of  any  authority,  power,  or  function  vested  in  him  by  this 
Act. 

“(e)  All  books  and  records  of  Federal  credit  unions 
shall  be  kept  and  reports  shall  be  made  in  accordance  with 
forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations 
and  to  conduct  researches  and  studies  of  the  problems  of 
persons  of  small  means  in  obtaining  credit  at  reasonable 
rates  of  interest,  and  of  the  methods  and  benefits  of  co¬ 
operative  saving  and  lending  among  such  persons.  He  is 
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further  authorized  to  make  reports  of  such  investigations 
and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  author¬ 
ized,  when  designated  for  the  purpose  by  the  Director,  to 
administer  oaths  and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and 
directed  to  require  that  every  person  appointed  or  elected 
by  any  Federal  credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or  other  personal 
property  owned  by  a  Federal  credit  union,  or  in  its  custody 
or  control  as  collateral  or  otherwise,  give  bond  in  a  corporate 
surety  company  holding  a  certificate  of  authority  from  the 
Secretary  of  the  Treasury  under  the  Act  approved  July  30, 
1947  (6  U.S.C.,  sec.  6-13),  as  an  acceptable  surety  on 
Federal  bonds.  Any  such  bond  or  bonds  shall  be  in  a  form 
approved  by  the  Director  with  a  view  to  providing  surety 
coverage  to  the  Federal  credit  union  with  reference  to  loss 
by  reason  of  acts  of  fraud  or  dishonesty  including  forgery, 
theft,  embezzlement,  wrongful  abstraction,  or  misapplication 
on  the  part  of  the  person,  directly  or  through  connivance 
with  others,  and  such  other  surety  coverages  as  the  Director 
may  determine  to  be  reasonably  appropriate  or  as  elsewhere 
required  by  this  Act.  Any  such  bond  or  bonds  shall  be  in 
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1  such  an  amount  in  relation  to  the  money  or  other  personal 

2  property  involved  or  in  relation  to  the  assets  of  the  Federal 

3  credit  union  as  the  Director  may  from  time  to  time  prescribe 

4  by  regulation  for  the  purpose  of  requiring  reasonable  cover- 

5  age.  In  lieu  of  individual  bonds  the  Director  may  approve 

6  the  use  of  a  form  of  schedule  or  blanket  bond  which  covers  all 

7  of  the  officers  and  employees  of  a  Federal  credit  union  whose 

8  duties  include  the  receipt,  payment,  or  custody  of  money  or 

9  other  personal  property  for  or  on  behalf  of  the  Federal  credit 

10  union.  The  Director  may  also  approve  the  use  of  a  form 

11  of  excess  coverage  bond  whereby  a  Federal  credit  union 

12  may  obtain  an  amount  of  coverage  in  excess  of  the  basic 

13  surety  coverage. 

II  “fiscal  agents  and  depositories 

15  “Sec.  22.  Each  Federal  credit  union  organized  under  this 
Id  Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall 
II  act  as  fiscal  agent  of  the  United  States  and  shall  perform 

18  such  services  as  the  Secretary  of  the  Treasury  may  require  in 

19  connection  with  the  collection  of  taxes  and  other  obligations 

20  due  the  United  States  and  the  lending,  borrowing,  and  re- 

21  payment  of  money  by  the  United  States,  including  the  issue, 

22  sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 

23  certificates  of  indebtedness,  or  other  obligations  of  the  United 

24  States;  and  to  facilitate  such  purposes  the  Director  shall  fur- 

25  nish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
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names  and  addresses  of  all  Federal  credit  unions  with  such 
other  available  information  concerning  them  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Treasury.  Any  Federal 
credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury,  shall  be  a 
depository  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  here¬ 
under,  their  property,  their  franchises,  capital,  reserves,  sur¬ 
pluses,  and  other  funds,  and  their  income  shall  be  exempt 
from  all  taxation  now  or  hereafter  imposed  by  the  United 
States  or  by  any  State,  Territorial,  or  local  taxing  authority ; 
except  that  any  real  property  and  any  tangible  personal 
property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed.  Nothing  herein 
contained  shall  prevent  holdings  in  any  Federal  credit  union 
organized  hereunder  from  being  included  in  the  valuation  of 
the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political 
subdivision  thereof  in  which  the  Federal  credit  union  is 
located;  but  the  duty  or  burden  of  collecting  or  enforcing 
the  payment  of  such  a  tax  shall  not  be  imposed  upon  any 
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such  Federal  credit  union  and  the  tax  shall  not  exceed  the 
rate  of  taxes  imposed  upon  holdings  in  domestic  credit 
unions. 

“PARTIAL  INVALIDITY;  EIGHT  TO  AMEND 
“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  ap¬ 
plication  thereof  to  any  person  or  circumstance,  is  held  in¬ 
valid,  the  remainder  of  the  Act,  and  the  application  of  such 
provision  to  other  persons  or  circumstances,  shall  not  be 
affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or 
any  part  thereof,  or  any  charter  issued  pursuant  to  the  pro¬ 
visions  of  this  Act,  is  expressly  reserved. 

“space  in  federal  buildings 
“Sec.  25.  Upon  application  by  any  credit  union  organ¬ 
ized  under  State  law  or  by  any  Federal  credit  union  organ¬ 
ized  in  accordance  with  the  terms  of  this  Act,  at  least  95 
per  centum  of  the  membership  of  which  is  composed  of 
persons  who  either  are  presently  Federal  employees  or  were 
Federal  employees  at  the  time  of  admission  into  the  credit 
union,  and  members  of  their  families,  which  application  shall 
be  addressed  to  the  officer  or  agency  of  the  United  States 
charged  with  the  allotment  of  space  in  the  Federal  build¬ 
ings  in  the  community  or  district  in  which  such  credit  union 
does  business,  such  officer  or  agency  may  in  his  or  its  dis- 
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cretion  allot  space  to  such  credit  union  if  space  is  available 
without  charge  for  rent  or  services. 

“conversion  from  federal  to  state  credit  union  and 

FROM  STATE  TO  FEDERAL  CREDIT  UNION 

“Sec.  26.  (a)  A  Federal  credit  union  may  be  converted 
into  a  State  credit  union  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal  Zone,  or  the  Com¬ 
monwealth  of  Puerto  Eico,  by  complying  with  the  following 
requirements : 

“  ( 1 )  The  proposition  for  such  conversion  shall  first  be 
approved,  and  a  date  set  for  a  vote  thereon  by  the  members 
(either  at  a  meeting  to  be  held  on  such  date  or  by  written 
ballot  to  be  filed  on  or  before  such  date) ,  by  a  majority  of 
the  directors  of  the  Federal  credit  union.  Written  notice  of 
the  proposition  and  of  the  date  set  for  the  vote  shall  then 
be  delivered  in  person  to  each  member,  or  mailed  to  each 
member  at  the  address  for  such  member  appearing  on  the 
records  of  the  credit  union,  not  more  than  thirty  nor  less 
than  seven  days  prior  to  such  date.  Approval  of  the  proposi¬ 
tion  for  conversion  shall  be  by  the  affirmative  vote  of  a 
majority  of  the  members,  in  person  or  in  writing. 

“  (2)  A  statement  of  the  results  of  the  vote,  verified  by 
the  affidavits  of  the  president  or  vice  president  and  the 


28 


1  secretary,  shall  be  filed  with  the  Bureau  within  ten  days 

2  after  the  vote  is  taken. 

3  “  ( 3 )  Promptly  after  the  vote  is  taken  and  in  no  event 

4  later  than  ninety  days  thereafter,  if  the  proposition  for  con- 

5  version  was  approved  by  such  vote,  the  credit  union  shall 

6  take  such  action  as  may  be  necessary  under  the  applicable 

7  State  law  to  make  it  a  State  credit  union,  and  within  ten 

8  days  after  receipt  of  the  State  credit  union  charter  there  shall 

9  he  filed  with  the  Bureau  a  copy  of  the  charter  thus  issued. 

10  Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal 

11  credit  union. 

12  “  (4)  Upon  ceasing  to  be  a  Federal  credit  union,  such 

13  credit  union  shall  no  longer  be  subject  to  any  of  the  pro- 

14  visions  of  this  Act.  The  successor  State  credit  union  shall 

15  be  vested  with  all  of  the  assets  and  shall  continue  respon- 

16  sible  for  all  of  the  obligations  of  the  Federal  credit  union 

17  to  the  same  extent  as  though  the  conversion  had  not  taken 
IS  place. 

19  “(b)  (1)  A  State  credit  union,  organized  under  the 

20  laws  of  any  State,  the  District  of  Columbia,  the  several 

21  Territories  and  possessions  of  the  United  States,  the  Panama 

22  Canal  Zone,  or  the  Commonwealth  of  Puerto  Bico,  may 

23  be  converted  into  a  Federal  credit  union  by  (A)  comply- 
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ing  with  all  State  requirements  requisite  to  enabling  it  to 
convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union,  (B)  filing  with  the  Bureau  proof  of  such 
compliance,  satisfactory  to  the  Director,  and  (C)  filing 
with  the  Bureau  an  organization  certificate  as  required  by 
this  Act. 

“(2)  When  the  Director  has  been  satisfied  that  all  of 
such  requirements,  and  all  other  requirements  of  this  Act, 
have  been  complied  with,  the  Director  shall  approve  the 
organization  certificate.  Upon  such  approval,  the  State 
credit  union  shall  become  a  Federal  credit  union  as  of  the 
date  it  ceases  to  be  a  State  credit  union.  The  Federal 
credit  union  shall  be  vested  with  all  of  the  assets  and 
shall  continue  responsible  for  all  of  the  obligations  of  the 
State  credit  union  to  the  same  extent  as  though  the  conver¬ 
sion  bad  not  taken  place. 

“territorial  applicability  of  act 

“Sec.  27.  The  provisions  of  this  Act  shall  apply  to  the 
several  States,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  and  the  Commonwealth  of  Puerto  Rico.” 

Sec.  2.  Section  2113  (g)  of  title  18  of  the  United  States 
Code  is  amended  by  inserting  before  the  period  at  the  end 
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1  thereof  and  any  ‘Federal  credit  union’  as  defined  in  section 

2  2  of  the  Federal  Credit  Union  Act”. 

3  Sec.  3.  The  Director  of  the  Bureau  of  Federal  Credit 

4  Unions  shall  submit  to  the  Congress  on  or  before  January  15, 

5  1960,  a  draft  of  legislation  providing  for  federally  chartered 

6  central  credit  unions. 
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HOUSING  LOANS.  Passed  without  amendment  S.  J.  Res.  124,  to  extend  until  Sept. 
30,  1959,  the  voluntary  home  mortgage  credit  program  administered  by  the 
housing  and  Home  finance  Agency  so  as  to  continue  assistance  to  home  buyer%/in 
obtaining  residential  mortgage  loans  in  small  communities  and  rural  areas. 

where  mortgage  money  is  scarce.  This  measure  will  now  be  sent  to  the  President 
p.  13356 

16.  SUGAR;  TOBACCO.  Rep.  Cooley  criticized  restrictions  by  the  Philippics  on  the 
importation  of  U.  S.  agricultural  products,  particularly  tobacco, /md  expressed 
his  opposition  to  increasing  the  sugar  quota  for  the  Philippines/  p.  13378 

17.  INFORMATION.  &qp.  Monagan  criticized  executive  agencies,  particularly  the 

State  Department  and  ICA,  for  not  supplying  certain  document's  requested  by 
congressional  committees,  and  inserted  a  newspaper  article/on  the  matter, 
p.  13366  \  7 

18.  FARM  LOANS;  BANKING,  "£t^e  Rules  Committee  reported  resolutions  for  the  consider¬ 

ation  of  two  bills:  (it  II.  R.  8159,  to  amend  the  national  banking  laws  to 
clarify  or  eliminate  ambiguities,  to  repeal  certairr  laws  which  have  become 
obsolete  (also  repeals  park  of  the  Agricultural  Credit  Act  of  1923  authorizing 
the  establishment  of  national  agricultural  crecMt  corporations);  and  (2) 

H.  R.  8160,  to  amend  the  lending  and  borrowing/iimitations  applicable  to 
national  banks  (including  provisions  making  revisions  in  the  limit  on  borrox*- 
ing  by  national  banks  for  loans  secured  by  Refrigerated  or  frozen  foods  and 
discounts  by  dealers  in  dairy  cattle) .  p/  13381 

19.  CREDIT  UNION.  The  Rules  Committee  reported  a  resolution  for  the  consideration 

of  H.  R.  8305,  to  amend  the  Federal  Credit  Union  Act.  p.  13381 

20e  LANDS.  The  Interior  and  Insular  Affairs  Committee  voted  to  report  (but  did  not 
actually  report)  with  amendment  HC  R.  5412,  'to  provide  that  lands  conveyed 
under  the  act  of  June  14,  1926  /authorizing  tHe  acquisition  or  use  of  public 
lands  by  States  or  their  subdivisions,  for  recreation)  for  State  park  purposes 
shall  not  be  subject  to  the #40  acre  limitation  contained  in  such  act.  p.  D684 

.  TRANSPORTATION.  The  Merchant  Marine  and  Fisheries  Wmmittee  voted  to  report 
(but  did  not  actually  report)  two  bills:  (1)  H.  R.  >067,  to  repeal  sec.  217 
of  the  Merchant  Marin/Act  of  1936,  which  authorizes  toe  Department  of  Commerce 
to  coordinate  foreign7 trade  activities  of  Federal  agencies  and  private  firms; 
and  (2)  H.  R.  5068, /with  amendment,  to  provide  for  the  licensing  of  independent 
foreign  freight  forwarders,  p.  D684 


22.  PERSONNEL.  A  subcommittee  of  the  Post  Office  and  Civil  Service \jommittee  voted 

to  report  to  /he  full  committee  with  amendment  H.  R.  8241,  amending  certain 
provisions  yt  the  Civil  Service  Retirement  Act  relating  to  the  reehqployment  of 
former  Menders  of  Congress,  p.  D685 

23.  HIGHWAYS/  The  "Daily  Digest"  states  that  the  Ways  and  Means  Committee  xioted  to 
xepory various  amendments  to  the  highway  trust  fund  legislation,  p.  D68! 

24.  SUPPLY  MANAGEMENT.  Rep.  Holifield  discussed  the  report  of  the  Government 
derations  Committee,  "Military  Supply  Management,"  and  the  single  manager 

>rogram  designed  to  promote  economy  and  efficiency,  pp.  13378-80 


LEGISLATIVE  PROGRAM.  Rep.  McCormack  announced  that  today  (July  30)  the  Hou.< 
would  consider  the  conference  reports  on  H.  R.  6769,  the  Labor-HEW  appropria¬ 
tion  bill  and  E  R.  5674,  the  military  construction  bill  (including  use  ,Af 
foreign  currencies  generated  under  Public  Law  480),  H.  R.  8159,  to  amevfd  the 
jational  banking  laws,  H.  R.  8160,  to  amend  lending  and  borrowing  limitations 
ajtolicable  to  national  banks,  and  H.  R.  8305,  to  amend  the  Federal  Credit  Union 
Acci  He  also  announced  that  the  House  would  not  meet  on  Friday.  yp.  13355 
Rao.  McCormack  received  consent  to  have  the  Private  Calendar  /ailed  on 
August\ll.  p.  13354 

ITEMS  IN  APPENDIX 

26.  FAEM  PRD  GRAM  Sen.  Dirksen  inserted  an  address  by  Mr.  Doyf  Paarlberg  discussing 

the  farm  prog^m.  pp.  A6548-50 

Rep.  Hosmer  inserted  additional  excerpts  from  letters  favoring  his  proposed 
farm  program.  ppV  A6550-1 

Rep.  Holifield  inserted  Lionel  Steinberg's,  Cal/f.  State  Board  of  Agricul¬ 
ture,  article  criti^^ing  the  administration's  fyrm  program,  pp.  A6554-5 

27.  FOREST  PRODUCTS.  Extension  of  remarks  of  Sen.y^euberger  inserting  an  editoriar 

and  stating  that  it  comments  upon  the  "noxtf-n/evalent  attitude  in  the  lumber 
industry,  which  favors  susO^ined-yield  cutting  practices  and  sound  forest 
management."  p.  A6551 

28.  CIVIL  DEFENSE.  Extension  of  remarks  of/Sen.  Young  inserting  an  editorial,  "So 

What  Is  Money?"  and  stating  that\it  y  . . .  points  out  once  again  the  waste  of 
the  taxpayers'  money  on  our  obsole^^  civil  defense  program."  p.  A6557 
Rep.  Holifield  inserted  an  article,  "United  States  Is  Prodded  On  Civil 
Defense  --  Convention  of  County ^Aides N^chedules  Call  for  New  Federal  Depart¬ 
ment."  pp.  A6562-3 

29.  WHEAT .  Rep.  Wolf  commended  and  inserted  air\editorial ,  "Remove  Wheat  Controls, 

Too?"  p.  A6567 

30.  CREDIT  UNIONS.  Extension  of  remarks  of  Rep.  Jontoson,  Colo.,  inserting  the 

proposed  amendments  tp  H.  R.  8305,  to  amend  theT^deral  Credit  Union  Act. 
p.  A6569 


31.  INTEREST  RATES, 
increase  in  intj 


(tension  of  remarks  of  Rep.  Flynn  oc^ecting  to  the  proposed 
rest  rates,  p.  A6574 


BILLS  INTRODUCED 

32.  SOIL  BANK ,/ S.  2457,  by  Sen.  Symington,  H.  R.  8438,  by  Rep.  Exftl,  and  H.  R. 

8443,  by  Rep.  Carnahan,  to  provide  equitable  treatment  for  producers  partici-_ 
pating/in  the  soil  bank  program  on  the  basis  of  incorrect  information  furnished 
by  tb&  Government;  to  Senate  Agriculture  and  Forestry  Committee  awl  House 
Agr/culture  Committee.  Remarks  of  Sen.  Symington,  pp.  13286-7 

33.  ^CREATION.  S.  2460,  by  Sen.  Murray  (for  himself  and  others)  ,  H.  R. 

Rep.  Dingell,  and  H.  R.  8449,  by  Rep.  Metcalf,  to  save  and  preserve,  fc 
public  use  and  benefit,  certain  portions  of  shoreline  areas  of  the  Unite* 

/  States;  to  Interior  and  Insular  Affairs  Committees.  Remarks  of  Sen  Murrsh 
pp.  13288-90 

34.  PERSONNEL.  S.  2461,  by  Sen.  Johnston,  S.  C.,  to  amend  the  Federal  Employees' 

Group  Life  Insurance  Act  of  1954;  to  Post  Office  and  Civil  Service  Committee, 


86th  Congress  )  HOUSE  OF  REPRESENTATIVES  (  Report 

1st  Session  j  (  No.  733 


CONSIDERATION  OF  H.R.  8305 


July  29,  1959. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Madden,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  334] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  334,  report  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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86th  CONGRESS 
1st  Session 


House  Calendar  No.  1 24 

H.  RES.  334 

[Report  No.  733] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

July  29, 1959 

Mr.  Madden,  from  the  Committee  on  Rules,  reported  the  following  resolution ; 
■which  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved,  That  upon  the  adoption  of  this  resolution  it 

2  shall  be  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  State  of  the 

4  Union  for  the  consideration  of  the  bill  (H.B.  8305)  to 

5  amend  the  Federal  Credit  Union  Act,  After  general  debate, 

6  which  shall  he  confined  to  the  bill,  and  shall  continue  not 

7  to  exceed  two  hours,  to  be  equally  divided  and  controlled  by 

8  the  chairman  and  ranking  minority  member  of  the  Commit- 

9  tee  on  Banking  and  Currency,  the  bill  shall  be  read  for 

10  amendment  under  the  five-minute  rule.  At  the  conclusion 

11  of  the  consideration  of  the  bill  for  amendment,  the  Commit- 

12  tee  shall  rise  and  report  the  bill  to  the  House  with  such 


y 


2 


1  amendments  as  may  have  been  adopted,  and  the  previous 

2  question  shall  be  considered  as  ordered  on  the  bill  and  amend- 

3  ments  thereto  to  final  passage  without  intervening  motion 

4  except  one  motion  to  recommit. 
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v4*  BUILDINGS*  Received  from  GSA  a  report  on  lease  agreements  which  do  not  bind  the 
Government  for  periods  in  excess  of  10  years  which  were  entered  into  Jan*  2, 
1959,  through  June  30,  1959  (p.  13563)* 


5. 


The  Interior  and  Insular  Affairs  Committee  reported  with  amendment  R* 

.  to  amend  the  Recreation  Act  of  1926  to  provide  that  lands  conveyed/under 
such\Act  for  State  park  purposes  shall  not  be  subject  to  the  640-acre  limitation 
(H.  Rdpt.  738).  p.  13563 


v  Both  Houses 

6*  FOREIGN  CURRENCIES.  /agreed  to  the  conference  report  on  H*  R.  5674,  /the  military 
construction  bill  which  includes  authority  for  the  use  of  Public /aw  480  foreign 
currencies*\This  'bill  'frill  now  be  sent  to  the  President,  pp."  13441-27  13449-5CV 
X  *  ;  13475-9  ' 

7.  LOANS;  BANKING *\Passed  without  amendment  H.  R,  8160,  to  liberalize  in  several 
respects  the  limitations  on  borrowing  and  lending  by  national  banks  (see  Digest 
124  for  summary  of\bill).  pp.  13479-80,  13490-4 

Passed  without^amendment  H*  R.  8159,  to  amend  the  rational  banking  laws  to 
clarify  or  eliminate \mbiguities,  repeal  obsolete  provisions  (including  provi¬ 
sions  for  national  agricultural  credit  corporations)/ etc.  pp.  13480-90 


X 


CREDIT  UNIONS*  Passed  without  amendment  H.  R*  8305,  to  make  various  amendments  to 
the  Federal  Credit  Union  Act,  including  provisions  to  increase  the  maximum 
maturities  of  loans  from  3  to  5  years,  increase  signature  loan  limits  from  $400 
to  $1.000,  etc*  pp*  13479,  13494-511 


that  mc/t  of  the  big  newspapers  have  a  "strong 
the/executive  branch"  and  that  this  attitude 
Representatives  discussed  this  matter. 


ive 


9*  FOREIGN  TRADE.  Rep*  Bailey  charge' 
bias  toward  the  free-trade  policy 
is  reflected  in  their  news  items, 
pp.  13522-34 

Rep.  Curtis,  Mo.,  inserted  and/disbussed  tables  which,  he  said,  indicate 
that  the  foreign  aid  program  is  result ing\in  increased  foreign  trade,  pp 
13547-52 


10.  PERSONNEL.  The  Mays  and  Mean/ Committee  voteJv  to  report  (but  did  not  actually 
report)  H.  R.  135,  to  provide  an  income  tax  credit  in  the  case  of  civil-service 
annuities  received  by  nonresident  alien  individuals  not  engaged  in  trade  or 
)  business  with  the  U.  S •  /*  D693 


11.  PAYROLLING.  The  Ways  /nd  Means  Committee  voted  to  report  (but  did  not  actually 
report)  H.  R.  3151,/providing  for  withholding, for  taxes  by  cities  of  75,000 
or  more  populations  of  Federal  salaries,  p.  D693 


12.  CASEIN  IMPORTS. /The  Ways  ard  Means  Committee  voted  to  report  (but  did  not 

actually  report)  H.  R.  7456,  to  extend  for  3  years  the  suspension  of  duty  on 
imports  of  c/sein.  p.  D693 


13.  PUBLIC  DEB^.  Rep.  Reuss  defended  the  Ways  and  Means  Committee’s  policy  regard¬ 
ing  management  of  the  Federal  debt,  etc.,  against  criticisms  from  x-he  Federal 
Reserve  Board,  etc.  pp.  13544-7 


14.  H0U$*NG.  Rep.  Rains  criticized  the  President’s  veto  of  the  housing  bil 

>14-22  \ 


pp. 


\ 


1ISLATIVE  PROGRAM.  Majority  Leader  McCormack  announced  next  week’s  program  as 
follows:  Mon.,  Consent  Calendar  and  suspensions  including  S.  1512,  regarding 
Federal  land  banks;  H.  R.  7740,  on  acreage  history  and  allot  ice  nts;  H.  R.  6861, 
providing  for  State  contributions  to  disaster  relief;  and  S.  1289,  extending 
the  special  milk  program.  Tues.  and  until  terminated  (if  a  rule  is  reported), 
the  labor-management  bill,  p*  13466 
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HOUSE 

1.  LABOR-HEN  APB^OPRI  AT  ION  BILL  FOR  I960.  Both  Houses  agreed  to  the  conference 

report  on  this  bill,  H,  R.  6769,  and  acted  on  amendments  which  had  been  reported 

13450S2?13466t75  ThiS  bil1  Wil1  n0W  be  sent  t0  the  President#  Pfc*  13442-4, 

2.  BIT SRpOVER N1 CENTAL  RELATIONS.  The  "Daily  Digest"  states  that  the  GoverVent 

Operations  Committee  voted  to  report,  amended,  (but  did  not  actually  report) 

'/ es^’abf:i-sh  an  Advisory  Commission  on  Intergovernmental  Relations 
p.  D692;.  The  Committee  was  authorized  to  file  its  report  until  midnight' 
tonight,  July  31  (p.  13486),  6 

RESEARCH.  The  Science  and  Astronautics  Committee  reported  with  amendment  H.  R» 
8^84,  to  make  various  amendments  to  the  National  Science  Foundation  Act  (H. 

Rept.  740),  p.  13563 


1959 


CONGRESSIONAL  RECORD  —  HOUSE 


The  SPEAKER  pro  tempore  (Mr. 
\Thornberry)  .  The  question  is  on  agree¬ 
ing  to  the  conference  report. 

The  conference  report  was  agreed  to. 
lotion  to  reconsider  was  laid  on  the 

tabl< 


13479; 


FEDERAL  CREDIT  UNIONS 

Mr.  MADDEN.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules,  I  call 
up  the  resolution  (H.  Res.  334)  provid¬ 
ing  for  the  consideration  of  H  R.  8305, 
a  bill  to  amend  the  Federal  Credit  Union 
Act,  and  ask  for  its  present  consider¬ 
ation. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the  Union 
for  the  consideration  of  the  bill  (H.R.  8305) 
to  amend  the  Federal  Credit  Union  Act. 
After  general  debate,  which  shall  be  con¬ 
fined  to  the  bill,  and  shall  continue  not  to 
exceed  two  hours,  to  be  equally  divided  and 
controlled  by  the  chairman  and  ranking 
minority  member  of  the  Committee  on  Bank¬ 
ing  and  Currency,  the  bill  shall  be  read  for 
amendment  under  the  five-minute  rule.  At 
the  conclusion  of  the  consideration  of  the 
bill  for  amendment,  the  Committee  shall  ? 
and  report  the  bill  to  the  House  with  sucu 
amendments  as  may  have  been  adopted,  and 
the  previous  question  shall  be  considered  as 
ordered  on  the  bill  and  amendments  there¬ 
to  to  final  passage  without  intervening  mo¬ 
tion  except  one  motion  to  recommit. 

Mr.  MADDEN.  Mr.  President,  I  yield 
30  minutes  to  my  colleague  on  the  Com¬ 
mittee  on  Rules,  the  gentleman  from 
Idaho  [Mr.  Budge],  and  now  yield  myself 
such  time  as  I  may  require. 

Mr.  Speaker,  House  Resolution  334 
makes  in  order  the  consideration  of  H.R. 
8305,  which  seeks  to  amend  the  Federal 
Credit  Union  Act.  The  resolution  pro¬ 
vides  for  an  open  rule  and  2  hours  of 
general  debate. 

H.R.  8305  would  rewrite  the  Federal 
Credit  Union  Act,  passed  in  1934.  A 
number  of  the  amendments  would  clari¬ 
fy  and  modernize  the  act  without  mak¬ 
ing  substantive  changes.  Among  the 
more  important  substantive  amendments 
are  the  following: 

First.  Increases  maximum  maturities 
of  loans  from  3  to  5  years. 

Second.  Increases  signature  loan 
limits  from  $400  to  $1,000. 

Third.  Provides  for  loan  officers  to 
process  loans  within  specified  limits  and 
makes  other  improvements  in  the  or¬ 
ganization  of  Federal  credit  unions  to 
enable  them  to  meet  their  members’ 
needs  more  efficiently. 

Fourth.  Liberalizes  borrowing  restric¬ 
tions  on  Federal  credit  union  officials. 

Fifth.  Authorizes  Federal  credit  unions 
to  cash  and  sell  checks  to  members  for 
a  reasonable  fee. 

Sixth.  Authorizes  dividends  to  be  paid 
semiannually  and  allows  dividend  credit 
for  savings  received  in  the  first  5  days 
of  a  month. 

The  bill  would  have  no  impact  on  the 
Federal  budget  inasmuch  as  the  expen¬ 
ses  incurred  by  the  Bureau  of  Federal 
Credit  Unions  are  paid  out  of  fees  col¬ 
lected  from  the  supervised  credit  unions. 


Although  the  Federal  Credit  Union  Act 
has  proven  to  be  a  remarkably  effective 
instrument  during  the  25  years  in  which 
it  has  operated,  it  has  not  kept  pace  in 
hiany  respect's  with  the  changes  in  our 
economy  and  the  evolving  needs  of  credit 
unions  and  their  members  which  have 
risen  during  this  period.  The  House 
Banking  and  Currency  Committee  is  rec¬ 
ommending  a  series  of  specific  amend¬ 
ments  which  are  designed  to  bring  the 
act  in  tune  with  today’s  economy. 

I  urge  the  adoption  of  this  resolu¬ 
tion. 

Mr.  BUDGE.  Mr.  Speaker,  this  year 
marks  the  50th  anniversary  of  the  first 
State  credit  union  law — and  the  25th 
anniversary  of  the  Federal  Credit  Un¬ 
ion  Act. 

The  first  credit  union  in  the  United 
States  was  organized  in  1909.  The  Fed¬ 
eral  Credit  Union  Act  was  passed  in 
1934. 

Today  there  are  more  than  9,000  Fed¬ 
eral  credit  unions  operating  in  the 
United  States,  its  Territories,  and  pos¬ 
sessions,  including  the  District  of  Colum¬ 
bia — with  a  membership  of  over  5  mil¬ 
lion. 

Although  the  Federal  Credit  Union 
Act  has  been  law  for  only  25  of  the  50 
years  credit  unions  have  operated  in  the 
United  States — almost  half  of  the  20,000 
credit  unions  which  have  been  organized 
have  been  chartered  by  the  Federal  Gov¬ 
ernment. 

As  of  December  31,  1958,  Federal 
credit  unions  had  assets  estimated  at 
more  than  $2  billion,  and  are  growing  at 
a  rate  of  approximately  $300  million 
each  year.  During  the  past  25  years, 
less  than  one-fifth  of  1  percent  of  the 
dollar  amount  loans  made  by  Federal 
credit  unions  have  been  charged  off  as 
losses. 

This  bill  would  rewrite  the  Federal 
Credit  Union  Act.  A  number  of  the 
amendments  would  clarify  and  modern¬ 
ize  the  act  without  making  substantive 
changes. 

Among  the  more  important  substan¬ 
tive  amendments  are  the  following: 

First.  Increases  maximum  maturities 
of  loans  from  3  to  5  years. 

Second.  Increases  signature  loan 
limits  from  $400  to  $1,000. 

Three.  Provides  for  loan  officers  to 
process  loans  within  specified  limits  and 
makes  other  improvements  in  the  or¬ 
ganization  of  Federal  credit  unions  to 
enable  them  to  meet  their  members’ 
needs  more  efficiently. 

Fourth.  Liberalizes  borrowing  restric¬ 
tions  on  Federal  credit  union  officials. 

Fifth.  Authorizes  Federal  credit  unions 
to  cash  and  sell  checks  to  members  for 
a  reasonable  fee. 

Sixth.  Authorizes  dividends  to  be  paid 
semiannually,  and  allows  dividend  credit 
for  savings  received  in  the  first  5  days 
of  a  month. 

No  impact  on  the  Federal  budget,  in¬ 
asmuch  as  the  expenses  incurred  by  the 
Bureau  of  Federal  Credit  Unions  are 
paid  out  of  fees  collected  from  the  su¬ 
pervised  credit  unions. 

Mr.  MADDEN.  Mr.  Speaker,  I  move 
the  previous  question. 

The  previous  question  was  ordered. 


The  SPEAKER.  The  question  is, 
agreeing  to  the  resolution. 

The  resolution  was  agreed  to. 

A  motion  to  reconsider  wasyfaid  on 
the  table. 

NATIONAL  BANK  AMENDMENTS— 
AMENDING  LENDING  AND  BOR¬ 
ROWING  LIMITATIONS  APPLI¬ 
CABLE  TO  NATIONAL  BANKS  AND 
AUTHORIZING  APPOINTMENT  OF 
AN  ADDITIONAL  DEPUTY  COMP¬ 
TROLLER  OF  THE  CURRENCY 

Mr.  DELANEY.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules,  I  call 
up  the  resolution  (H.  Res.  333)  providing 
for  the  consideration  of  H.R.  8160,  a  bill 
to  amend  the  lending  and  borrowing  lim¬ 
itations  applicable  to  national  banks,  to 
authorize  the  appointment  of  an  addi¬ 
tional  Deputy  Comptroller  of  the  Cur¬ 
rency,  and  for  other  purposes,  and  ask 
for  its  present  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the  Union 
for  the  consideration  of  the  bill  (H.R.  8160) 
to  amend  the  lending  and  borrowing  limita¬ 
tions  applicable  to  national  banks,  to  au¬ 
thorize  the  appointment  of  an  additional 
Deputy  Comptroller  of  the  Currency,  and 
for  other  purposes.  After  general  debate, 
which  shall  be  confined  to  the  bill,  and  shall 
continue  not  to  exceed  one  hour,  to  be 
equally  divided  and  controlled  by  the  chair¬ 
man  and  ranking  minority  member  of  the 
Committee  on  Banking  and  Currency,  the 
bill  shall  be  read  for  amendment  under  the 
five-minute  rule.  At  the  conclusion  of  the 
consideration  of  the  bill  for  amendment,  the 
Committee  shall  rise  and  report  the  bill  to 
the  House  with  such  amendments  as  may 
have  been  adopted,  and  the  previous  question 
shall  be  considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with¬ 
out  intervening  motion  except  one  motion 
to  recommit. 

Mr.  DELANEY.  Mr.  Speaker,  I  yield 
30  minutes  to  the  gentleman  from  Idaho 
[Mr.  Budge]  and  I  now  yield  myself  such 
time  as  I  may  require. 

Mr.  DELANEY.  Mr.  Speaker,  House 
Resolution  333  makes  in  order  the  con¬ 
sideration  of  H.R.  8160,  which  would 
mend  the  lending  and  borrowing  limi- 
t^ions  applicable  to  national  banks  and 
would  authorize  the  appointment  of  an 
additional  Deputy  Comptroller  of  the 
Currency,  among  other  things.  The  res¬ 
olution  Vrovides  for  an  open  rule  and 
1  hour  ofgeneral  debate. 

H.R.  8160smakes  four  basic  changes  in 
the  laws  relating  to  national  banks.  The 
first  section  provides  for  an  additional 
Deputy  Comptroller  and  increases  the 
surety  bonds  for  t\e  Comptroller  and  the 
Deputy  Comptrollers.  Section  2  in¬ 
creases  the  limit  orr^fo  or  rowing  by  na¬ 
tional  banks  from  100  percent  of  capital 
to  100  percent  of  capitaP-plus  50  percent 
of  surplus.  Section  3  relates  to  the  limit 
on  loans  by  national  banks' -to  one  bor¬ 
rower.  Section  4  liberalizes  sopie  of  the 
restrictions  on  real  estate  loans  by  na¬ 
tional  banks.  The  bill  would  allqw  na¬ 
tional  banks  to  make  real  estate  loa'pa  up 
to  20  years,  covering  up  to  75  perceh^of 
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thk  appraised  value  of  the  real  estate, 
if  me  loans  are  fully  amortized.  It 
woulu\  also  permit  loans  on  leaseholds 
that  run  at  least  10  years  beyond  the 
loan  maturity.  Finally,  it  would  relax 
certain  existing  restrictions  on  construc¬ 
tion  loans, \xempt  from  the  usual  re¬ 
strictions  on  \eal  estate  loans  any  loan 
fully  guaranteed  by  a  State  or  State 
authority,  and  allow  a  bank  to  take  a 
mortgage  as  additional  security  on  cer¬ 
tain  business  loans  without  thereby  be¬ 
coming  subject  to  the  real  estate  loan 
restrictions.  \ 

The  bill  would  have  rib  impact  on  the 
Federal  budget  inasmuch  as  the  expenses 
incurred  by  the  Comptroller  of  the  Cur¬ 
rency  in  supervising  national,  banks  are 
obtained  by  assessment  againsuttie  banks 
supervised.  \ 

H.R.  8160  supersedes  H.R.  609Awhich 
was  amended  by  a  subcommittee  of  the 
House  Banking  and  Currency  Comnut- 
tee.  H.R.  8160,  a  clean  bill,  incorporates 
the  changes  made  in  the  original  bill.  \ 
I  urge  the  adoption  of  this  resolution. 
Mr.  BUDGE.  Mr.  Speaker,  this  bill 
amends  the  lending  and  borrowing  lim¬ 
itations  applicable  to  national  banks — 
to  authorize  the  appointment  of  an  ad¬ 
ditional  Deputy  Comptroller  of  the  Cur¬ 
rency — and  for  other  purposes. 

The  bill  makes  four  basic  changes  in 
the  laws  relating  to  national  banks: 

First.  The  first  section  relates  to  the 
Office  of  the  Comptroller  of  the  Curren¬ 
cy,  which  supervises  national  banks.  It 
provides  for  an  additional  Deputy  Comp¬ 
troller  and  increases  the  surety  bonds  for 
the  Comptroller  and  the  Deputy  Comp¬ 
trollers. 

There  are  presently  three  deputies — 
one  was  authorized  in  the  original  Na¬ 
tional  Bank  Act  in  1863;  the  second  was 
authorized  in  1909;  and  the  third  in 
1923. 

The  volume  of  work  in  the  Comptrol¬ 
ler’s  Office  has  been  increasing  for  many 
years  with  the  growth  in  national  bank 
assets.  In  1923,  when  the  last  Deputy 
Comptroller  was  authorized,  the  total 
assets  of  national  banks  were  less  than 
$22  billion — as  of  December  31,  1958,  to¬ 
tal  assets  had  grown  to  over  $128  billion. 

The  bill  would  raise  the  surety  bond 
required  for  the  Comptroller  from  $100,- 
000  to  $250,000;  and  for  the  Deputy/ 
Comptrollers  from  $50,000  to  $100,000./ 
This  action  is  not  a  reflection  on  any 
of  the  individuals  now  occupying  imese 
offices.  The  Comptroller’s  bond  was 
fixed  in  1863;  and  the  Deputy  Comptrol¬ 
lers’  bonds,  in  1909.  These  amounts  are 
now  obviously  outmoded.  7 
Second.  Increases  the  limn  on  borrow¬ 
ing  by  national  banks,  fr/n  100  percent 
of  capital,  to  100  percent  of  capital  plus 
50  percent  of  surplus.  / 

This  increase  in  borrowing  authority 
will  permit  banks/particularly  smaller 
banks  subject  to  h^eavy  seasonal  demands, 
to  meet  more  adequately  the  financial 
needs  of  their/ommunities,  and  without 
unduly  incr/sing  the  risk  involved. 

With  thjs  enlargement  of  borrowing 
power,  national  banks  would  still  be 
subject/o  stricter  limits  than  apply  in 
many /States,  where  State  banks  may 
borrow  up  to  the  amount  of  their  capi¬ 
tal/and  surplus,  and  in  some  instances 


greater  amounts  with  the  approval  of 
the  State  bank  supervisory  authority. 

Third.  Section  3  relates  to  the  limit 
on  loans  by  national  banks  to  one  bor¬ 
rower. 

Generally,  the  limit  is  now  10  percent 
of  the  bank’s  capital  and  surplus — but 
there  are  12  exceptions  permitting  the 
national  banks  to  make  larger  loans 
upon  specified  types  of  securities. 

Under  this  bill,  a  13th  exception  would 
be  added,  and  three  of  the  exceptions 
would  be  amended. 

The  three  exceptions  to  be  amended 
deal  with  loans  secured  by  refrigerated 
or  frozen  foods,  discounts  by  dealers  in 
dairy  cattle,  loans  secured  by  U.S.  Gov¬ 
ernment  obligations. 

The  new  exception  deals  exclusively 
with  installment  consumer  paper  and 
would  apply  to  all  such  paper  whether 
negotiable  or  nonnegotiable. 

Fourth.  Section  4  liberalizes  some  of 
the  restrictions  on  real  estate  loans  by 
national  banks.  This  bill  would  allow 
national  banks  to  make  real  estate  loans 
Vp  to  20  years,  covering  up  to  75  per¬ 
cent  of  the  appraised  value  of  the  real 
estate*  if  the  loans  are  fully  amortized. 
It  would  almost  permit  loans  on  lease-, 
holds  ®hat  run  at  least  10  years  beyond 
the  loah  maturity.  Finally,  it  wo/ld 
relax  certain  existing  restriction/  on 
construction  loans,  exempt  front  the 
usual  restrictions  on  real  estate  loans 
any  loan  fullV  guaranteed  b/a  State 
or  State  authority,  and  allow/a  bank  to 
take  a  mortgagees  additi/ial  security 
on  certain  business  loans  without 
thereby  becoming  subj/t  to  the  real 
estate  loan  restrictions/ 

The  bill  would  havonio  impact  on  the 
Federal  budget,  inasmuch  as  the  ex¬ 
penses  incurred  by  the  Ciwnptroller  of 
the  Currency  i yc  supervising  national 
banks  are  obtained  by  assessment 
against  the  banks  supervised.  \ 

Mr.  DELANEY.  Mr.  Speaker, \  move 
the  previous  question.  \ 

The  previous  question  was  ordered. 
The  /SPEAKER  pro  tempore.  The 
question  is  on  agreeing  to  the  resolutions. 
T be  resolution  was  agreed  to. 
/motion  to  reconsider  was  laid  on  the 
t/ble. 


NATIONAL  BANK  AMENDMENTS 
AMENDING  NATIONAL  BANKING 
LAWS  TO  CLARIFY  OR  ELIMINATE 
AMBIGUITIES  AND  TO  REPEAL 
CERTAIN  LAWS  WHICH  HAVE  BE¬ 
COME  OBSOLETE 

Mr.  COLMER.  Mr.  Speaker,  by  direc¬ 
tion  of  the  Committee  on  Rules,  I  call 
up  the  resolution  (H.  Res.  332)  provid¬ 
ing  for  the  consideration  of  H.R.  8159,  a 
bill  to  amend  the  national  banking  laws 
to  clarify  or  eliminate  ambiguities,  to 
repeal  certain  laws  which  have  become 
obsolete,  and  fpr  other  purposes,  and  ask 
for  its  present  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
8159)  to  amend  the  national  banking  laws 
to  clarify  or  eliminate  ambiguities,  to  repeal 
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certain  laws  which  have  become  obsolete, 
and  for  other  purposes.  After  general  de¬ 
bate,  which  shall  be  confined  to  the  bill,  and 
shall  continue  not  to  exceed  one  hour,  to  b& 
equally  divided  and  controlled  by  the  cha/ 
man  and  ranking  minority  member  of  /he 
Committee  on  Banking  and  Currenc/  the 
bill  shall  be  read  for  amendment  undfo  the 
five-minute  rule.  At  the  conclusio/  of  the 
consideration  of  the  bill  for  amenc/ient,  the 
Committee  shall  rise  and  report/he  bill  to 
the  House  with  such  amendments  as  may 
have  been  adopted,  and  the  /evious  ques¬ 
tion  shall  be  considered  as /Ordered  on  the 
bill  and  amendments  there/  to  final  passage 
without  intervening  mot/n  except  one  mo¬ 
tion  to  recommit.  / 

Mr.  COLMER.  six.  Speaker,  House 
Resolution  332  n/xes  in  order  the  con¬ 
sideration  of  H.St.  8159,  relating  to  tech¬ 
nical  amendm/ts  in  national  bank  laws. 
The  resolution  provides  for  an  open  rule 
and  1  hou/of  general  debate. 

H.R.  8ip$  is  designed  primarily  to  re¬ 
peal  va/ous  obsolete  provisions  of  the 
nation/  banking  laws,  to  clarify  and 
elim/ate  existing  ambiguities,  and  to 
add / new  authority  relating  to,  first, 
change  of  location  of  national  banks; 
/cond,  liabilities  of  national  banks  to 
'the  Federal  Deposit  Insurance  Corpora¬ 
tion;  third,  length  of  time  within  which 
national  banks  must  furnish  condition 
reports;  fourth,  declaration  of  dividends 
of  national  banks;  fifth,  receipt  of  de¬ 
posits  by  corporations  not  examined  and 
regulated;  and  sixth,  use  of  word  “na¬ 
tional”  in  title  of  national  banks. 

The  bill  would  have  no  impact  on  the 
Federal  budget  inasmuch  as  the  expenses 
incurred  by  the  Comptroller  of  the  Cur¬ 
rency  in  supervising  national  banks  are 
obtained  by  assessment  against  the  banks 
supervised. 

H.R.  8159  supersedes  H.R.  6093  which 
was  amended  by  a  subcommittee  of  the 
House  Banking  and  Currency  Commit¬ 
tee.  H.R.  8159,  a  clean  bill,  incorporates 
the  changes  made  in  the  original  bill. 

I  urge  the  adoption  of  this  resolution. 

Mr.  Speaker,  I  yield  30  minutes  to  the 
gentleman  from  Idaho  [Mr.  Budge]  and 
pending  his  use  of  that  time  I  yield  1 
minute  to  the  gentleman  from  New  York 
Si  Mr.  MulterL 

N^Tr.  MULTER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  speak  out  of  order. 

Tlve  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York?  \ 

There  Nvas  no  objection. 

Mr.  MULTER.  Mr.,  Speaker,  I  have 
placed  on  tne  Clerk’s  desk  this  morning 
and  signed  aydischarge  petition  on  the 
home  rule  bill\  This  afternoon  during 
special  orders  trie  gentleman  from  Wis¬ 
consin  [Mr.  Reuses!  and  the  gentleman 
from  New  Jersey  \Mr.  Widnall]  will 
address  themselves  N  this  question.  I 
urge  Members  interested  to  be  on  the 
floor  at  that  time  and  participate  in  the 
discussion.  I  also  urgeNill  Members, 
who  want  home  rule  for  tne  District  of 
Columbia  to  sign  the  dischars^e  petition. 

Mr.  Speaker,  I  yield  back  tnK  balance 
of  my  time.  \ 

Mr.  COLMER.  Mr.  Speaker,  ryyield 
3  minutes  to  the  gentleman  from  'Wis¬ 
consin  [Mr.  Zablocki],  \ 

(Mr.  ZABLOCKI  asked  and  was  giveK 
permission  to  revise  and  extend  his' 
remarks  and  to  speak  out  of  order.) 
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by  shipping  documents,  warehouse  receipts, 
vor  other  such  documents  transferring  or 
ecuring  title  covering  refrigerated  or  frozen 
readily  marketable  staples  when  such  prop¬ 
erty,  is  fully  covered  by  insurance,  shall  be 
subject  under  this  section  to  a  limitation  of 
15  per\centum  of  such  capital  and  surplus 
in  addition  to  such  10  per  centum  of  such 
capital  and  surplus  when  the  market  value 
of  such  stHjples  securing  such  obligation  is 
not  at  any^me  less  than  115  per  centum 
of  the  face  anmunt  of  such  additional  obli¬ 
gation,  but  this  exception  shall  not  apply 
to  obligations  onany  one  person,  copartner¬ 
ship,  association,  dr  corporation  arising  from 
the  same  transactions^  and/or  secured  by  the 
identical  staples  for  rnore  than  six  months.” 

(b)  Paragraph  (7)  oS  such  section  5200  is 
amended  by  adding  atihe  end  thereof  the 
following  new  sentence: Vobligations  aris¬ 
ing  out  of  the  discount  b\dealers  in  dairy 
cattle  of  paper  given  in  payment  for  dairy 
cattle,  which  bear  a  full  recourse  endorse¬ 
ment  or  unconditional  guarantee  of  the 
seller  and  are  secured  by  the  adtle  being 
sold,  shall  be  subject  under  this  Section  to 
a  limitation  of  15  per  centum  of  suWi  capi¬ 
tal  and  surplus  in  addition  to  such  \0  per 
centum  of  such  capital  and  surplus.’ 

(c)  Paragraph  (8)  of  such  section  52(JQ  is 
amended  by  striking  out  “in  the  form  \f 
notes”. 

(d)  Such  section  5200  is  further  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

“(13)  Obligations  as  endorser  or  guarantor 
of  negotiable  or  nonnegotiable  installment 
consumer  paper  which  carries  a  full  re¬ 
course  endorsement  or  unconditional  guar¬ 
antee  by  the  person,  copartnership,  associa¬ 
tion,  or  corporation  transferring  the  same, 
shall  be  subject  under  this  section  to  a 
limitation  of  15  per  centum  of  such  capital 
and  surplus  in  addition  to  such  10  per 
centum  of  such  capital  and  surplus:  Pro¬ 
vided,  however.  That  if  the  bank’s  files  or 
the  knowledge  of  its  officers  of  the  financial 
condition  of  each  maker  of  such  obligations 
is  reasonably  adequate,  and  upon  certifica¬ 
tion  by  an  officer  of  the  bank  designated  for 
that  purpose  by  the  board  of  directors  of  the 
bank,  that  the  responsibility  of  each  maker 
of  such  obligations  has  been  evaluated  and 
the  bank  is  relying  primarily  upon  each 
such  maker  for  the  payment  of  such  obliga¬ 
tions,  the  limitations  of  this  section  as  to 
the  obligations  of  each  such  maker  shall  be 
the  sole  applicable  loan  limitation:  Pro¬ 
vided  further.  That  such  certification  shall 
be  in  writing  and  shall  be  retained  as  part 
of  the  records  of  such  bank.” 

Sec.  4.  (a)  The  second  sentence  of  sec¬ 
tion  24  of  the  Federal  Reserve  Act/(12 
U.S.C.  371)  is  amended  to  read  as  follows: 
“A  loan  secured  by  real  estate  within  the 
meaning  of  this  section  shall  be  in  /he  form 
of  an  obligation  or  obligations  secured  by 
a  mortgage,  trust  deed,  or  othei/nstrument 
upon  real  estate,  which  shal^ionstitute  a 
first  lien  on  real  estate  in  fe/simple  or,  un¬ 
der  such  rules  and  regulations  as  may  be 
prescribed  by  the  Comptroller  of  the  Cur¬ 
rency,  on  a  leasehold  tender  a  lease  which 
does  not  expire  for  a/  least  10  years  be¬ 
yond  the  maturity  dfite  of  the  loan,  and 
any  national  hankie  association  may  pur¬ 
chase  any  obligation  so  secured  when  the 
entire  amount  o/such  obligation  is  sold  to 
the  association. 

(b)(1)  Th^Ahird  sentence  of  section  24 
of  such  Act^s  amended  by  inserting  after 
“and  (3)’^he  following:  “any  such  loan 
may  be  mfide  in  an  amount  not  to  exceed  75 
per  ceimim  of  the  appraised  value  of  the 
real  estate  offered  as  security  and  for  a 
termymot  longer  than  20  years  if  the  loan 
is  secured  by  an  amortized  mortgage,  deed 
obArust,  or  other  such  instrument  under  the 
frms  of  which  the  installment  payments 
rare  sufficient  to  amortize  the  entire  prin¬ 


cipal  of  the  loan  within  the  period  ending 
on  the  date  of  its  maturity,  and  (4)”. 

(2)  The  third  sentence  of  such  section  24 
Is  further  amended  by  inserting  before  the 
period  at  the  end  of  the  third  sentence  a 
comma  and  the  following:  "and  shall  not 
apply  to  real  estate  loans  which  are  fully 
guaranteed  or  insured  by  a  State,  or  by  a 
State  authority  for  the  payment  of  the  ob¬ 
ligations  of  which  the  faith  and  credit  of 
the  State  is  pledged,  if  under  the  terms  of 
the  guaranty  or  insurance  agreement  the 
association  will  be  assured  of  repayment  in 
accordance  with  the  terms  of  the  loan”. 

(c)  The  third  paragraph  of  section  24  of 
such  Act  is  amended  to  read  as  follows: 

“Loans  made  to  finance  the  construction 
of  industrial  or  commercial  buildings  and 
having  maturities  of  not  to  exceed  eighteen 
months  where  there  is  a  valid  and  binding 
agreement  entered  into  by  a  financially  re¬ 
sponsible  lender  to  advance  the  full  amount 
of  the  bank’s  loan  upon  the  completion  of 
the  buildings  and  loans  made  to  finance  the 
construction  of  residential  or  farm  biddings 
and  having  maturities  of  not  to  exceed  nine 
months,  shall  not  be  considered  as  loans 
secured  by  real  estate  within  the  meaning 
of  this  section  but  shall  be  classed  as  ordi¬ 
nary  commercial  loans  whether  or  not 
secured  by  a  mortgage  or  similar  lien  on  tjae 
real  estate  upon  which  the  building/ or 
^  buildings  are  being  constructed:  Provided, 
That  no  national  banking  association'  shall 
iiWest  in,  or  be  liable  on,  any  suon  loans 
in'en  aggregate  amount  in  exce/  of  100 
per  Oentum  of  its  actually  paidj/i  and  un¬ 
impaired  capital  plus  100  per  c/itum  of  its 
unimpaired  surplus  fund.  Notes  represent¬ 
ing  loansSmade  under  this  section  to  finance 
the  construction  of  residential  or  farm 
buildngs  ami  having  maturities  of  not  to 
exceed  nine  \nonths  s/ill  be  eligible  for 
discount  as  commerc/l  paper  within  the 
terms  of  the  setondr  paragraph  of  section 
13  of  this  Act  iryfccompanied  by  a  valid 
and  binding  agreaRVent  to  advance  the  full 
amount  of  the  /an  Sjion  the  completion  of 
the  building  entered  fiato  by  an  individual, 
partnership,  sfesociatioiAor  corporation  ac¬ 
ceptable  to,  the  discounting  bank.” 

(d)  Section  24  of  sueft.  Act  is  further 
amended/by  adding  at  the  spd  thereof  the 
following  new  paragraph: 

“Lo/is  made  to  manufacturing  and  in- 
dusmal  businesses  where  the  ^association 
loq/s  for  repayment  out  of  the  operations 
a f  the  borrower’s  business,  relying  pidmarily 
yon  the  borrower’s  general  credit  standing 
'and  forecast  of  operations,  with  or  without 
other  security,  but  wishes  to  take  a  mort¬ 
gage  on  the  borrower’s  real  estate  as  a  pr 
caution  against  contingencies,  shall  not  bS 
considered  as  real  estate  loans  within  the ' 
meaning  of  this  section  but  shall  be  classed 
as  ordinary  commercial  loans.” 

Mr.  SPENCE  (interrupting  the  reading 
of  the  bill) .  Mr.  Chairman,  I  ask  unani¬ 
mous  consent  that  the  further  reading  of 
the  bill  be  dispensed  with,  that  it  be 
printed  in  the  Record,  and  open  to 
amendment  at  any  point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

Mr.  GROSS.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

(Mr.  GROSS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.  ) 

Mr.  GROSS.  Mr.  Chairman,  there  is 
a  provision  in  this  bill  for  an  additional 
Deputy  Comptroller.  Perhaps  this  new 
officer  is  needed,  I  do  not  know.  I  won¬ 
der  if  somebody  would  briefly  comment 
on  the  necessity  for  this  new  job.  I  am 


interested  in  employment  in  the 
Government  and  the  spending  of 
for  that  purpose. 

Mr.  BROWN  of  Georgia.  Mi/ Chair¬ 
man,  the  Government  will  not  pay  a 
dime  toward  the  salary  of  mis  officer; 
salaries,  as  well  as  all  exnmses  of  the 
Office  of  the  Comptrolier  are  paid 
through  assessments  clyrged  banks  for 
the  supervision  they  /eceive  from  the 
Office  of  the  Comptroller. 

During  the  last  2/  years  the  work  of 
this  office  has  increased  by  4  or  5  times. 
This  additional  officer  is  needed. 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentlematf  yield? 

Mr.  GROSS.  I  yield  to  the  gentleman 
from  New/Tork. 

Mr.  MUTTER.  By  way  of  further  an- 
swerins/the  gentleman’s  inquiry,  may  I 
say,  Mr.  Chairman,  that  the  Comptrol¬ 
ler ’/Office  appeared  before  the  commit- 
tej/and  made  out  a  fairly  good  case  for 
tyfio  additional  deputy  comptrollers.  As 
matter  of  fact,  the  other  body  last  year, 
after  a  case  had  been  made  out  other 
there,  authorized  two  additional  deputy 
comptrollers.  But  our  committee  felt  we 
ought  to  give  them  only  one  at  this  time 
and  if  they  can  make  out  a  case  later, 
after  some  experience  with  one  addi¬ 
tional  deputy  we  would  probably  give 
them  another  additional  deputy. 

Let  me  emphasize  that  the  cost  of  the 
operation  of  this  office  does  not  come  out 
of  Federal  funds  or  out  of  the  Treasury. 
They  come  from  funds  assessed  against 
the  banks  that  are  regulated  and  con¬ 
trolled  by  the  Comptroller’s  Office. 

Mr.  GROSS.  Somebody  pays  for  these 
people.  This  committee  was  here  with 
a  bill  the  other  day  creating  an  Inter- 
American  Bank.  You  set  up  a  new  board 
or  new  commission  and  it  was  said  that 
would  not  cost  anything  either.  But 
somebody  is  going  to  have  to  pay. 

Mr.  MULTER.  Yes;  that  is  going  to 
cost  money. 

Mr.  GROSS.  You  are  going  to  take 
that  out  of  funds  appropriated? 

Mr.  MULTER.  The  cost  of  operation 
of  the  Inter-American  Bank  will  come 
out  of  the  interest  that  the  banks  chai'ge. 

Mi'.  GROSS.  It  comes  out  of  some¬ 
body’s  pocket,  does  it  not? 

Mr.  MULTER.  It  comes  out  of  the 
locket  of  the  banks,  it  comes  out  of  the 
packet  of  the  stockholders,  who  would 
otherwise  receive  greater  dividends. 

m\  GROSS.  And  out  of  the  pockets 
of  theSpeople  who  do  business  with  the 
bank? 

Mr.  MUVTER.  Incidentally,  of  course, 
what  they  pay  in  interest  is  used  to  pay 
both  expense!*,  and  dividends. 

Mr.  GROSS\  You  came  to  the  House 
and  got  $450  million  for  the  establish¬ 
ment  of  the  Inter  AMnerican  Bank.  With 
the  international  lending  agencies  al¬ 
ready  in  business  Nnre  was  no  valid 
reason  for  the  creatio\  of  this  new  and 
expensive  setup. 

Mr.  MULTER.  This  'House  having 
gone  along  with  setting  iN  the  Inter- 
American  Bank,  we  should  nofcmow  again 
debate  that  question.  The  gentleman 
should  not  try  to  hamstring  thXcomp- 
troller  of  the  United  States  in  hi\regu- 
lation  of  our  own  banks. 
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r.  GROSS.  I  am  not  going  to  make 
an  'issue  out  of  this,  but  I  would  like  to 
knowwhat  this  deputy  is  going  to  be  paid. 

Mr.  ft^ULTER.  I  think  the  salaries  of 
the  dephiy  comptrollers  and  assistants 
or  the  aide®  are  fixed  by  the  Comptroller. 

Mr.  GROSS.  By  the  Comptroller? 

Mr.  MULTER.  By  the  Comptroller. 
There  is  no  budgetary  or  appropriation 
committee  contra!  over  these  salaries. 

Mr.  GROSS.  Then  those  salaries  can 
be  anything? 

Mr.  MULTER.  VN  do  fix  the  Comp 
trailer's  salary  but  notStfiat  of  his  depu 
ties.  x 

The  CHAIRMAN.  AreNLere  any  fur¬ 
ther  amendments?  If  not,  under  the 
rule,  the  Committee  rises. 

Accordingly  the  CommitteeVose ;  and 
the  Speaker  having  resumed  tne  chair, 
Mr.  Bass  of  Tennessee,  Chairmanrof  the 
Committee  of  the  Whole  House  ota  the 
State  of  the  Union,  reported  that 
Committee  having  had  under  considera¬ 
tion  the  bill  (H.R.  8160)  to  amend 
lending  and  borrowing  limitations  ap 
plicable  to  national  banks,  to  authorize 
the  appointment  of  an  additional  Deputy 
Comptroller  of  the  Currency,  and  for 
other  purposes,  pursuant  to  House  Reso¬ 
lution  333,  he  reported  the  bill  back  to 
the  House. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

The  question  is  on  the  engrossment 
and  third  reading  of  the  bill. 

The  bill  was  ordered  .to  be  engrossed 
and  read  a  third  time  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 

FEDERAL  CREDIT  UNION  ACT 

Mr.  SPENCE.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.R.  8305)  to  amend  the 
Federal  Credit  Union  Act. 


The  SPEAKER.  On  this  rollcall  379 
Members  have  answered  to  their  names, 
a  quorum. 

By  unanimous  consent  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with. 


CALL  OF  THE  HOUSE 

Mr.  McDONOUGH.  Mr.  Speaker,  I 
make  the  point  of  order  that  a  quorum 
is  not  present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  CHELF.  Mr.  Speaker,  I  move  a 
call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the  fol- 


lowing  Members  failed  to  answer  to  their 
names : 

[Roll  No.  121] 

Allen 

Elliott 

Moss 

Auchincloss 

Fallon 

Moulder 

Ayres 

Farbstein 

O’Brien,  N.Y. 

Balter 

Fascell 

Osmers 

Barry 

Frazier 

Passman 

Becker 

Halleck 

Pillion 

Blltch 

Hoffman,  Ill. 

Powell 

Boykin 

Horan 

Preston 

Brown,  Mo. 

Jensen 

Rabaut 

Buckley 

Kilburn 

Rogers,  Tex. 

Canfield 

Kirwan 

Santangelo 

Carnahan 

Lafore 

Smith,  Miss, 

Celler 

McDowell  , 

Taylor 

Dawson 

Mack,  Wash. 

Thompson,  La. 

Dooley 

Mitchell 

Williams 

Durham 

Moeller 

Winstead 

Edmondson 

Morrison 

Zelenko 

Jiily  30 


FEDERAL  CREDIT  UNION  ACT 

The  SPEAKER.  The  question  is  on 
the  motion  offered  by  the  gentleman 
from  Kentucky  [Mr.  SpEnce]. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  consid¬ 
eration  of  the  bill  (H.R.  8305)  to  amend 
the  Federal  Credit  Union  Act,  with  Mr. 
Bass  of  Tennessee  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule  the 
gentleman  from  Kentucky  [Mr.  Spence] 
will  be  recognized  for  1  hour,  and  the 
gentleman  from  California  [Mr.  Mc¬ 
Donough]  for  1  hour. 

The  Chair  recognizes  the  gentleman 
from  Kentucky  [Mr.  Spence], 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
myself  7  minutes. 

Mr.  Chairman,  I  will  not  take  any  more 
time  than  I  feel  is  absolutely  necessary. 

The  credit  union  has  probably  grown 
faster  than  any  other  financial  institu¬ 
tion  in  America.  The  growth  of  credit 
unions  has  truly  been  phenomenal.  I 
suppose  there  are  more  credit  unions 
than  National  and  State  banks,  and  Fed¬ 
eral  and  State  savings  and  loan  associa¬ 
tions  combined.  In  almost  every  indus¬ 
trial  center  you  will  find  credit  unions. 
They  are  entitled  to  wise  and  beneficent 
laws  to  protect  the  great  number  of  work¬ 
ers  who  are  members  of  these  credit 
unions.  When  you  consider  this  bill  you 
should  take  into  consideration  first  the 
interest  of  the  members.  The  credit 
unions  should  be  guided  and  guarded  by 
laws  that  are  unambiguous,  laws  that 
are  designed  for  the  protection  of  the 
workers  of  America.  The  money  invested 
in  these  unions  is  not  the  money  that 
comes  from  financial  manipulation  or 
from  financial  design.  It  is  money  that 
comes  from  the  sweat  and  the  labor  of 
the  people  themselves  and  we  should  see 
that  they  are  protected.  That  objective 
should  be  in  the  minds  of  the  Members 
of  Congress  when  considering  legislation 
enacted  for  that  purpose. 

Mr.  Chairman,  this  bill  serves  that 
purpose.  It  has  extended  the  limit  of 
signature  loans  to  members  from  $400  to 
$1,000.  It  has  lengthened  the  maturity 
period  from  3  to  5  years.  It  has  pro¬ 
vided  for  a  loan  officer  who  shall  per¬ 
form  the  duties  heretofore  performed 
by  the  board  of  directors  in  authorizing 
loans  to  the  members. 

I  hope  that  the  credit  unions  will  grow 
in  strength  and  in  influence;  but  the 
very  fact  that  they  are  growing  so  fast, 
the  very  fact  that  they  are  getting  to  be 
a  great  financial  segment  of  our  coun¬ 
try,  indicates  that  unless  they  are 
guarded  by  wise  laws  their  usefulness 
may  be  impaired.  These  laws  should  be 
enacted  after  careful  study  and  not  as 
the  result  of  influence.  You  have  an 
important  question  presented  to  you 


that  may  mean  much  in  regard  to  the 
future  usefulness  and  soundness  of  these 
institutions.  They  do  the  very  useful, 
patriotic  work  of  encouraging  thrift  and 
saving  upon  which  the  independence  of 
our  people  is  founded. 

Mr.  Chairman,  I  hope  we  may  vote 
the  bill  out  without  amendment. 

Mr.  McDONOUGH.  Mr.  Chairman,  I 
yield  myself  5  minutes. 

Mr.  Chairman,  I  concur  in  practically 
all  of  the  things  that  the  chairman  of 
the  committee  has  stated  concerning  the 
benefits  of  the  Federal  credit  unions 
throughout  the  country.  They  are  a 
source  of  thrift  and  a  means  of  funds 
to  the  medium  and  low  income  groups 
that  is  not  -otherwise  provided,  and  I 
believe  it  is  the  responsibility  of  the 
Congress  to  protect  the  interests  of  the 
Federal  credit  unions.  They  have  ac¬ 
cumulated  assets  amounting  to  some  $2 
billion.  There  are  some  9,000  credit  un¬ 
ions  throughout  the  country,  and  I  am 
sure  that  all  of  us  have  heard  from 
members  of  the  credit  unions  in  our  dis¬ 
tricts  concerning  this  bill  and  urging  the 
adoption  of  it. 

The  pertinent  points  that  this  bill  will 
achieve  are  to  increase  maximum  ma¬ 
turities  of  loans  from  3  to  5  years.  It 
increases  signature  loan  limits  from  $400 
to  $1,000.  It  provides  for  loan  officers  to 
process  loans  within  specified  limits  and 
makes  other  improvements  in  the  or¬ 
ganization  of  Federal  credit  unions  to 
enable  the  to  meet  their  members’ 
needs  more  efficiently.  It  liberalizes  bor¬ 
rowing  restrictions  on  Federal  credit  un¬ 
ion  officials.  It  authorizes  Federal  credit 
union  to  cash  and  sell  checks  to  mem¬ 
bers  for  a  reasonable  fee.  It  authorizes 
dividends  to  be  paid  semiannually  and 
allows  dividend  credit  for  savings  re¬ 
ceived  in  the  first  5  days  of  a  month. 

Much  of  the  service  rendered  by  the 
credit  unions  throughout  the  country 
is  voluntary;  there  is  no  salary  or  any 
compensation  paid  for  the  services  of 
many  small  credit  unions,  and  for  that 
reason  it  is  something  that  we  should 
encourage  so  far  as  thrift  of  the  average 
citizens  of  this  country  is  concerned, 
who  is  using  and  obtaining  the  benefit 
of  the  credit  unions,  and  those  who  may 
become  participants  in  other  credit  un¬ 
ions  of  their  particular  crafts  or  pro¬ 
fessions. 

HISTORY  OF  CREDIT  UNIONS 

This  year  marks  the  50th  anniversary 
of  the  first  State  credit  union  law  and 
the  25th  anniversary  of  the  Federal 
Credit  Union  Act.  The  Federal  Credit 
Union  Act,  passed  in  1934,  has  proved  to 
be  a  most  workable  and  worthwhile  pro¬ 
gram  which  has  assisted  over  5  million 
of  our  citizens  in  meeting  in  part  their 
growing  credit  needs  and  at  the  same 
time  encouraging  them  to  save. 

The  first  credit  union  in  the  United 
States  was  organized  in  Manchester, 
N.H.,  in  1909  with  the  first  law  in  the 
United  States  on  this  subject  being 
passed  in  the  State  of  Massachusetts  in 
the  same  year.  The  sponsors  of  this 
law,  Pierre  Jay,  then  banking  commis¬ 
sioner  of  Massachusetts,  and  Edward  A. 
Filene,  a  prominent  Boston  philanthro¬ 
pist.  firmly  espoused  credit  unions  as  a 
method  by  which  people  with  limited 
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financial  means  could  gain  a  larger 
share  of  control  over  their  own  economic 
destinies. 

Today  there  are  more  than  9,000  Fed¬ 
eral  credit  unions  operating  in  the 
United  States  and  its  Territories  and 
possessions,  including  the  District  of 
Columbia,  with  a  membership  of  over  5 
million.  Although  the  Federal  Credit 
Union  Act  has  been  law  for  only  25  of  the 
50  years  credit  unions  have  operated  in 
the  United  States,  almost  half  of  the 
20,000  credit  unions  which  have  been  or¬ 
ganized  in  this  country  have  been  chart¬ 
ered  by  the  Federal  Government. 

As  of  December  31,  1958,  Federal 
credit  unions  had  assets  estimated  at 
more  than  $2  billion  and  are  growing  at 
a  rate  of  approximately  $100  million 
each  year.  It  is  also  important  to  note 
that  during  the  past  25  years,  less  than 
one-fifth  of  1  percent  of  the  dollar 
amount  loans  made  by  Federal  credit 
unions  have  been  charged  cff  as  losses. 

Mr.  Chairman,  I  urge  the  adoption  of 
the  bill. 

Mr.  BAILEY.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MCDONOUGH.  I  yield  to  the 
gentleman  from  West  Virginia. 

Mr.  BAILEY.  I  would  like  to  take  the 
time  to  put  in  the  Record  a  wire  I  just 
received: 

The  West  Virginia  Credit  Union  League 
representing  115  credit  unions  and  18,285 
credit  union  members  in  our  State  urges 
you  to  he  present  and  vote  for  H.R.  8305 
which  we  understand  is  scheduled  for  House 
floor  action  this  afternoon.  This  bill  con¬ 
tains  many  amendments  we  desire  to  see 
made  in  the  Federal  Credit  Union  Act. 
Thank  you  for  your  support. 

Charles  H.  Weschler, 

Managing  Director. 

Mr.  McDONOUGH.  I  thank  the 
gentleman. 

Mrs.  CHURCH.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  McDONOUGH.  I  yield  to  the 
gentlewoman  from  Illinois. 

Mrs.  CHURCH.  Mr.  Chairman,  I 
want  to  thank  the  committee  and  the 
gentleman  in  particular,  for  bringing  out 
this  bill.  As  the  gentleman  knows,  there 
is  no  State  in  the  Union  that  has  a 
stronger  Federal  credit  union  system 
than  the  State  of  Illinois  with  its  800,- 
000  members.  I  am  happy  to  assure  the 
gentleman  that  the  leadership  of  that 
group  and  the  members  themselves  feel 
that  the  amendments  offered  in  H.R. 
8305  have  long  been  needed  and  are  es¬ 
sential.  I  urge  the  passage  of  the  bill. 

Mr.  McDONOUGH.  I  thank  the 
gentlewoman. 

(Mr.  McDONOUGH  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.)  , 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Texas 
[Mr.  Patman], 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  PATMAN.  Mr.  Chairman,  this  bill 
provides  for  amendments  to  the  Federal 
Credit  Union  Act.  This  act  became  law 
25  years  ago  this  year.  It  had  among  its 
sponsors,  at  that  time,  practically  all 
of  the  Members  of  the  House  and  the 
Senate. 


There  are  26  members  of  the  present 
Congress,  the  86th  Congress,  who  were 
original  sponsors  of  the  Federal  Credit 
Union  Act.  In  the  other  body:  Senators 
Byrd,  Chavez,  Hayden,  Hill,  O’Mahoney, 
Russell,  and  Dirksen,  and  in  the  House 
of  Representatives  Messrs.  Brown  of 
Georgia,  Cannon,  Celler,  Colmer,  Mc¬ 
Cormack,  O'Brien  of  Illinois,  Rayburn, 
Smith  of  Virginia,  Spence,  Vinson,  Wal¬ 
ter,  Allen,  Martin,  Reece  of  Tennessee, 
Taber,  Withrow,  Mrs.  Rogers  of  Massa¬ 
chusetts,  and  myself. 

During  the  past  25  years,  the  act  has 
been  administered  in  a  very  satisfactory 
way.  The  original  authors  could  not  help 
being  highly  pleased  with  the  success 
of  this  law.  It  has  done  great  good  for 
countless  numbers  of  people. 

This  is  the  50th  anniversary  year  of 
credit  unions  in  the  United  States.  Fifty 
years  ago,  the  State  of  Massachusetts 
enacted  the  first  State  Credit  Union 
Act — that  was  in  1909.  The  Federal 
Credit  Union  Act  was  passed,  as  I  have 
said,  25  years  ago. 

Today  there  are  about  19,000  credit  un¬ 
ions,  approximately  half  of  which  are 
State  credit  unions,  and  about  half  of- 
which  are  Federal  credit  unions.  They 
are  all  doing  a  wonderful  job.  They  are 
thrift  organizations.  They  encourage 
people  to  save,  and  they  encourage  self- 
reliance.  When  you  support  credit  un¬ 
ions,  you  are  supporting  something  that, 
as  far  as  savings  are  concerned,  are  of  the 
order  of  E  Bonds.  And  you  are  helping 
people  help  themselves  to  carry  out  many 
good  purposes. 

Credit  unions  are  good  for  the  coun¬ 
try  generally — not  just  for  the  10  mil¬ 
lion  or  so  people  who  are  served  by  them 
directly.  For  example,  they  generate  low 
rates  of  interest.  The  highest  interest 
charged  by  a  credit  union  is  1  percent  a 
month  on  the  unpaid  balance,  which 
means  6.2  percent  interest  on  a  loan 
amortized  over  the  period  of  a  year. 
Most  improvement  loans,  such  as  those 
made  by  FHA,  are  based  upon  a  5  per¬ 
cent  discount  rate,  which  means  an  in¬ 
terest  rate  of  9.7  percent.  But  1  percent 
a  month  amortized  over  a  period  of  a 
year  is  the  highest  rate  any  credit  union 
charges ;  and  generally  they  do  not 
charge  that  much. 

They  help  poor  people.  They  keep 
the  young  people  and  the  less  sophisti¬ 
cated  people  out  of  the  clutches  of  the 
loan  sharks.  This  is  one  of  the  great 
benefits  of  credit  unions.  Credit-union 
members  who  are  in  distress,  who  need 
financial  help  immediately,  when  the 
need  is  urgent,  can  be  sure  they  will  get 
that  help  quickly  and  without  trouble. 
Further,  credit  unions  help  their  mem¬ 
bers  finance  many  kinds  of  worthy  pur¬ 
chases.  And  credit  unions  are  the  only 
financial  institution — remember  this — 
the  only  financial  institution  that  costs 
the  Government  nothing.  Credit  unions 
pay  their  own  way.  We  appropriate  no 
subsidies  for  them,  and  we  give  them  no 
delegation  of  the  Government’s  power  to 
create  money.  They  pay  for  all  exami¬ 
nations  and  for  all  supervision.  They 
do  not  cost  the  taxpayers  one  penny. 
That  is  something  worthy  of  considera¬ 
tion. 


The  loans  are  made  principally  upon 
character  and  upon  worthiness  of  the 
purpose  for  which  the  loan  is  to  be  used. 
I  think  the  best  security  on  earth  is 
character — character  loans.  These  in¬ 
stitutions  are  old  fashioned  enough — if 
I  might  call  it  old  fashioned — to  base  a 
loan  upon  character  as  collateral.  They 
base  their  loans,  practically  all  of  them, 
upon  character. 

And  what  do  you  suppose  their  losses 
are?  Their  losses  have  been  one-fifth 
of  1  percent  over  the  50  years  they  have 
been  in  operation.  Let  me  repeat  that 
failures  to  repay  loans  have  amounted 
to  one -fifth  of  1  percent  of  the  amount 
that  has  been  lent.  I  doubt  if  there 
is  any  financial  institution  that  can  boast 
of  a  better  record. 

Credit  unions  are  operated  by  local 
people,  and  they  do  a  wonderful  job. 

I  believe  that  this  legislation  will  be 
met  with  the  unanimous  approval  of  the 
Members  of  the  House.  I  am  proud  of 
the  Committee  on  Banking  and  Currency 
for  the  consideration  it  gave  to  the  bill, 
and  for  the  genuine,  careful  study  given 
to  the  questions  it  is  designed  to  answer. 
The  bill  was  carefully  considered  in 
every  way.  I  will  be  surprised  if  there 
is  a  single  objection  to  the  bill  as  it  is 
presented. 

We  have  one  amendment  we  would 
like  to  have  adopted.  It  is  an  amend¬ 
ment  which  would  permit  the  forma¬ 
tion  of  what  are  called  central  credit 
unions.  The  amendment  is  quite  simple 
and  I  know  that  when  you  understand 
it,  you  will  be  for  it.  Unlike  State  credit 
unions.  Federal  credit  unions  may  not 
deposit  funds  in  another  credit  union, 
yet  there  are  times  when  one  credit 
union  has  a  surplus  of  funds,  at  the  very 
time  another  has  more  proper  loan  de¬ 
mands  than  it  can  meet.  The  amend¬ 
ment  will  allow  what  are  called  central 
credit  unions  to  be  formed,  under  appro¬ 
priate  safeguards,  to  accept  funds  from 
credit  unions  having  a  surplus  and  to 
invest  funds  in  other  credit  unions  hav¬ 
ing  more  loan  requests  than  they  can 
meet.  The  subcommittee  which  first 
studied  the  bill  recommended  this  pro¬ 
vision.  However,  the  full  committee 
failed  to  accept  it,  by  a  very  narrow 
margin  and,  instead,  the  committee  put 
a  provision  in  its  report  asking  the 
Director  of  the  Federal  credit  unions,  in 
the  Department  of  Health,  Education 
and  Welfare,  to  prepare  for  us,  by  Janu¬ 
ary  15,  a  program  for  central  credit 
unions. 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield  for  a  correction? 

Mr.  PATMAN.  I  yield. 

Mr.  MULTER.  It  is  not  in  the  report, 
it  is  a  direction  in  the  bill. 

Mr.  PATMAN.  That  is  right;  and  I 
thank  the  gentleman.  It  was  put  into 
the  bill.  That  makes  it  more  unusual, 
to  put  such  a  request  into  the  bill.  We 
could  get  that  program  from  the  Direc¬ 
tor  by  making  a  request  of  him.  Any 
Member  of  the  House  or  Senate  could  do 
that,  and  get  the  program. 

We  know  that  the  bill  is  not  likely  to 
pass  the  other  body  before  January  15, 
so,  this  January  15  date  does  not  mean 
anything.  We  should  pass  the  bill  with 
the  central  credit  union  provision  in  it. 
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Then,  the  other  body  will  call  Mr.  Gan¬ 
non  the  Director  of  the  Bureau  of  Fed¬ 
eral’  Credit  Unions— HEW— and  have 
him  as  a  witness  and  make  sure  that  the 
provision  we  have  passed  is  adequate  and 
satisfactory  in  his  view.  If  it  is  not,  of 
course,  it  can  then  be  changed.  But, 
there  is  no  reason  to  wait  for  a  report 
from  him. 

The  majority  report  on  this  bill — - 
House  Report  No.  696— explains  the  rea¬ 
soning  for  the  committee’s  rejection  of 
the  central  credit  union  provision — on 
page  1 — as  follows : 

The  objective  of  distributing  savings 
throughout  a  group  of  credit  unions  so  as 
to  avoid  situations  where  funds  lie  fallow 
in  some  credit  unions  while  others  lack  funds 
to  make  loans  is  certainly  a  worthy  one.  At 
the  same  time,  we  must  make  sure  that  any 
system  devised  to  meet  this  objective  does 
not  involve  any  unnecessary  risk  for  those 
who  entrust  their  savings  to  their  local 
credit  unions.  We  must  make  sure,  too,  that 
if  a  new  institution  is  created  to  make  loans 
to  officers  reasonable  precautions  are  taken 
to  avoid  possible  abuses  resulting  from  con¬ 
flicts  of  interest  between  officers  and  mem¬ 
bers  of  credit  unions.  Your  committee  was 
not  satisfied  that  the  central  credit  union 
provisions  of  H.R.  5777  had  been  perfected 
to  the  point  where  these  conditions  were 
met.  Accordingly,  your  committee  did  not 
include  provisions  for  central  credit  unions 
in  the  bill  as  reported.  Instead,  the  bill 
contains  a  provision  (sec.  3)  directing  the 
Bureau  of  Federal  Credit  Unions  to  consider 
these  problems  and  present  a  draft  proposal 
which  will  include  sufficient  guidelines  and 
safeguards  to  insure  protection  of  the  mem¬ 
bers  of  local  credit  unions  as  well  as  sufficient 
powers  to  permit  Federal  central  credit 
unions  to  function  effectively. 

Local  Federal  credit  unions  have  oper¬ 
ated  very  effectively  for  25  years  with 
the  safeguards  contained  in  the  present 
law  and  these  are  also  contained  in  H.R. 
8305.  The  proposed  amendment  to  per¬ 
mit  the  chartering  and  operations  of 
Federal  central  credit  unions  has  been 
drafted  so  that  all  of  the  restrictions  and 
safeguards  applying  to  local  credit 
unions,  would  apply  equally  to  Federal 
central  credit  unions. 

Since  existing  safeguards  and  restric¬ 
tions  have  provided  ample  control  for 
the  credit  unions  and  their  officers,  and 
since  no  objections  were  heard  by  the 
cohimittee  in  regard  to  the  administra¬ 
tion  of  credit  unions,  I  fail  to  understand 
how  these  same  restrictions  and  safe¬ 
guards  could  be  deemed  possibly  inade¬ 
quate  when  applied  to  Federal  central 
credit  unions  and  their  officers.  Fur¬ 
thermore,  the  amendment  is  modeled 
after  the  statutes  of  many  States  which 
permit  such  central  credit  unions. 
These  State  chartered  central  credit 
unions  have  a  long  history  of  successful 
and  safe  operations,  so  this  will  not  be 
pioneering  any  new  ground. 

I  have  a  telegram  here  from  the  Credit 
Union  National  Association,  who  urge 
that  the  House  of  Representatives  please 
put  this  provision  in  the  bill.  I  will  read 
it  as  follows: 

Hon.  Wright  Patman, 

U.S.  House  of  Representatives, 

Washington,  D.C.: 

We  urge  you  as  chairman  of  Subcommittee 
No.  30F,  the  House  Banking  and  Currency 
Committee,  to  do  everything  possible  to  re¬ 
instate  the  provisions  for  Federal  central 
credit  unions  in  H.R.  8305. 

Credit  Union  National  Association. 


The  credit  unions  need  the  provision, 
and  they  need  it  badly.  I  want  to  tell 
you  why  they  need  it.  Let  us  take,  for 
instance,  any  church,  and  nearly  all 
churches  have  a  credit  union,  and  I 
might  also  point  out  that  workers  and 
employees  here  in  the  Federal  Govern¬ 
ment  have  credit  unions.  There  is,  for 
example,  a  credit  union  in  the  Federal 
Reserve  Board.  They  have  a  credit 
union  in  the  Treasury  Department. 
They  have  credit  unions  in  nearly  every 
agency  of  the  Government,  and  in  the 
Congress.  And  they  are  doing  a  wonder¬ 
ful  job. 

Mr.  BAILEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  BAILEY.  The  gentleman  is  aware 
of  the  telegram  from  the  National  Asso- 
ication  of  Credit  Unions? 

Mr.  PATMAN.  Yes. 

Mr.  BAILEY.  If  they  want  that 
amendment  of  yours  in  the  bill,  why  have 
they  not  notified  their  State  associations 
because  I  just  put  in  the  Record  a  wire 
from  our  State  and  they  do  not  say  any¬ 
thing  about  this.  They  just  want  the 
bill  passed  as  it  was. 

Mr.  PATMAN.  Time  has  been  short. 
They  did  not  have  time  to  get  the  infor¬ 
mation  out.  You  know,  it  has  been  a 
very  short  time  since  the  bill  was  re¬ 
ported  out.  I  assure  you  they  want  this 
central  credit  union  provision. 

Let  us  take  a  church,  for  instance,  that 
has  an  organization  in  the  southern  part 
of  town  and  one  in  the  northern  part  of 
town.  The  church  in  the  southern  part 
of  town  has  people  needing  to  borrow 
more  money  than  has  been  put  into  the 
credit  union.  The  church  in  the  north¬ 
ern  part  of  town  is  different;  it  has  more 
money  than  is  needed  for  loans,  and  it 
is  not  using  its  surplus  funds.  The 
church  in  the  southern  part  of  town 
would  like  to  borrow  the  surplus  money 
that  is  in  the  church  in  the  northern 
part  of  town  and  pay  interest  on  it  and 
put  it  to  good  use.  That  would  help  both 
credit  unions,  the  credit  union  with  the 
surplus  and  the  credit  union  having 
more  loan  demands  than  available 
funds  at  the  moment.  Under  existing 
law,  that  cannot  be  done.  A  State  credit 
union  can  do  that,  but  a  Federal  credit 
union  cannot.  The  amendment  that  will 
be  offered  by  the  gentleman  from  Colo¬ 
rado  [Mr.  Johnson],  will  permit  Federal 
credit  unions  to  have  the  same  kind  of 
central  credit  unions  that  the  States 
have.  The  amendment  will  do  nothing 
more  and  nothing  less.  So  I  do  not 
think  that  should  be  denied  to  these 
people. 

Some  say  the  bankers  would  fight  this 
proposal.  But  I  cannot  conceive  of  a 
banker  saying  that  you  ought  to  deny 
that  credit  union  in  the  northern  part 
of  town  the  right  to  lend  funds  to  the 
credit  union  in  the  southern  part  of 
town,  that  you  should  require  that 
church  in  the  southern  part  of  town  to 
borrow  from  the  bank  or  not  at  all.  I  do 
not  believe  the  bankers  are  going  to  in¬ 
sist  upon  that.  That  would  be  going  too 
far.  I  do  not  think  bankers  are  like 
that  at  all.  Bankers  would  like  to  see 
these  credit  unions  use  their  funds  and 
their  facilities  to  help  people  in  the  most 
satisfactory  way.  I  feel  sure  of  that. 
Remember  this — every  dollar  of  the 
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credit  unions’  money  must  be  deposited 
in  a  bank.  The  credit  unions  cannot 
keep  their  money  in  a  safe.  So  the 
banks  are  better  off  by  reason  of  the 
credit  unions.  The  more  money  people 
save,  the  more  the  banks  are  benefited. 

The  credit  unions  pull  in  money  in 
small  amounts,  amounts  so  small  the 
banks  would  not  want  to  be  bothered 
with  handling  it  in  individual  accounts, 
and  they  then  deposit  it  in  a  lump  sum 
in  a  bank.  The  bank  then  has  the  op¬ 
portunity  to  use  the  money,  to  make 
loans  with  it  or  buy  interest-bekring 
bonds  with  it.  This  helps  the  banks,  so 
the  bankers  should  not  be  opposed  to 
encouraging  the  credit  unions. 

Credit  unions  increase  bank  deposits, 
and  bankers  are  dependent  upon  de¬ 
posits,  as  you  know. 

So  this  is  not  in  opposition  to  the 
banks.  It  will  help  the  borrowers  of 
small  means;  it  will  help  everybody.  It 
will  help  insure  low  interest  rates.  It 
will  help  prevent  usury.  It  will  save 
people  from  loan  sharks. 

Credit  unions  are  all  thrift  institu¬ 
tions;  they  encourage  people  to  save. 
When  you  help  the  folks  in  the  credit 
unions  you  are  helping  those  among  the 
finest  people  in  America.  Most  of  these 
people  are  wage  earners,  not  wealthy 
people.  They  are  in  the  low  income 
brackets  principally,  and  I  believe  that 
we  ought  to  encourage  these  people  in 
their  efforts  to  save,  to  help  their  neigh¬ 
bors  and  to  use  their  money  in  respon¬ 
sible  ways. 

I  hope  that  the  central  credit  union 
credit  amendment  which  is  to  be  offered 
by  the  gentleman  from  Colorado  [Mr. 
Johnson]  is  adopted.  Really,  I  wish  it 
would  be  adopted  unanimously.  I  hope 
the  gentlemen  who  have  been  inclined 
to  oppose  it  will  not  oppose  it.  When 
the  bill  goes  to  the  Senate,  the  Senate 
committee  can  call  Mr.  Gannon,  the 
Director  of  the  Federal  Credit  Unions. 
He  will  be  asked:  Is  this  central  credit 
union  provision  the  House  put  in  all 
right?  If  it  is  not,  the  provision  will 
be  amended,  and  I  predict  that  the  Sen¬ 
ate  will  do  a  conscientious  job,  just  as 
the  Banking  Committee  of  the  House 
has  done.  Let  us  put  the  amendment  in 
the  bill,  Mr.  Chairman. 

Mr.  Chairman,  I  will  insert  at  this 
point  an  article  titled  “The  New  Drive 
Against  Alabama  Loan  Sharks.”  It  ap¬ 
pears  in  the  Credit  Union  for  August 
1959,  as  follows: 

New  Drive  Against  Alabama  Loan  Sharks 

The  attorney  general  of  Alabama  has  ap¬ 
parently  achieved  a  breakthrough  against 
loan  sharks.  On  June  25  the  State  supreme 
court  sustained  a  lower  court  decision  hold¬ 
ing  that  the  attorney  general  can  proceed 
against  loan  sharks  through  group  injunc¬ 
tions  charging  public  nuisance.  This  novel 
development  may  provide  an  effective 
weapon  against  the  Alabama  sharks  who  up 
to  now  have  been  having  a  field  day. 

Last  year  an  examination  of  82  borrower 
affidavits  revealed  interest  charges  running 
from  11.6  percent  to  2,240  percent.  The  av¬ 
erage  interest  for  319  loans  included  in  this 
analysis  was  301.9  percent.  Other  borrowers 
paid  even  higher  rates;  some  were  charged 
over  3,000  percent.  Several  affidavits  in  the 
files  of  the  State’s  attorney  general  show 
that  some  victims  have  paid  in  excess  of 
7,000  percent. 

Alabama  has  a  basic  small  loans  and  usury 
law  which  sets  a  limit  of  6  percent  on  oral 
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and  8  percent  on  written  contracts.  But  it 
also  says,  “The  charging  of  interest  at  an 
interest  rate  in  excess  of  8  percent  per  an¬ 
num  shall  not  be  deemed  to  be  a  criminal 
offense.”  In  other  words,  no  teeth. 

A  battle  between  the  attorney  general’s 
office  and  the  loan  sharks  on  new  grounds 
began  4  years  ago.  During  the  summer  of 
1955,  the  attorney  general  sought  an  injunc¬ 
tion  against  a  Montgomery  loan  company  on 
the  grounds  that  it  was  a  public  nuisance 
because  it  was  making  illegal  interest 
charges.  On  appeal,  the  State’s  supreme 
court  agreed  with  the  attorney  general. 

HANDLED  BY  SPARKS 

In  1957  two  more  injunctions  were  sought, 
one  of  them  against  23  lenders  in  Anniston. 
The  Anniston  case  was  the  one  which  even¬ 
tually  succeeded  in  the  supreme  court  this 
spring.  In  charge  of  collecting  evidence  and 
presenting  the  case  in  court  was  an  ener¬ 
getic  attorney  named  Guy  Sparks,  who  hap¬ 
pens  also  to  be  counsel  to  the  Alabama 
Credit  Union  League.  Until  the  Alabama 
Supreme  Court’s  recent  approval  of  the  mass 
indictment  method  in  the  Anniston  case, 
the  attorney  general  was  able  to  act  only 
against  individual  violators. 

A  new  attorney  general,  MacDonald  Gal- 
lion,  reopened  the  State’s  anti-loan-shark 
campaign  this  spring.  He  obtained  injunc¬ 
tions  against  three  Mobile  loan  companies, 
enjoining  them  from  charging  illegal  interest 
rates  and  collecting  illegal  interest  on  previ¬ 
ous  loans.  Says  Gallion:  “This  is  the  first 
in  a  series  of  injunctions  that  will  be  sought 
by  the  attorney  general’s  department  on  a 
statewide  basis.” 

Here  are  three  affidavits  of  loan  shark  vic¬ 
tims  obtained  by  Alabama’s  attorney  general : 

James  J.  Messer,  a  father  of  two  youngsters, 
employed  as  a  locomotive  repair  worker  by 
the  U.S.  Army,  said  on  January  11,  1958:  “I 
have  been  dealing  with  loan  companies  in 
Anniston,  Ala.,  off  and  on  since  1932,  or 
maybe  longer  than  that.  I  have  been  dealing 
with  them  ever  since  there  was  only  one  or 
two  in  Anniston.  I  have  owed  as  high  as 
13  of  them  at  one  time.  I  know  lots  of  fel¬ 
lows  who  have  really  been  hurt  by  them 
too.  I  have  seen  some  fellows  lose  some 
awfully  good  jobs  on  account  of  them.” 

Messer  reports  that  the  records  furnished 
him  by  the  various  loan  companies  for  his 
income-tax  reports  show  that  he  made  these 
interest  payments  during  1949,  1950,  1954, 
1955,  and  1956: 


1949: 

Employees  Finance  Co _  $67.  40 

Family  Loan  Co _ _  38.  50 

Alabama  Finance  Co _  160.  00 

E-Z  Loan  Co _  97.  56 

Delta  Loan  Co _  73.  40 

American  Loan  Co _  72.  80 

Star  Finance  Co _  98.  00 


Total _  607.  66 


1950: 

Alabama  Finance  Co _  257.  75 

Ward  Finance  Co _  95.  50 

Employees  Finance  Co _  243.  76 

Family  Loan  Co _  139.  90 

State  Loan  Co _  199.  20 


Total _ _  936.  11 


1954: 

Mutual  Loan  Co _  80.  80 

Employees  Finance  Co _  51.66 

American  Loan  Co _  89.  60 

State  Finance  Co _  176.  30 

Alabama  Finance  Co _  180.  00 

Friendly  Finance  Co _  60.  00 

Family  Loan  Co _ _  151.20 

Ace  Finance  Co _  53.  20 

Ward  Finance  Co _ 81.  00 

Dixie  Finance  Co _  49.  80 


Total _  973.  56 


1955: 

American  Loan  CoT _  $175.  00 

Alamaba  Finance  Co _ 160.  00 

Friendly  Finance  Co _  68.  80 

Ward  Finance  Co _ _  64. 15 

Family  Loan  Co _  231.20 

Employees  Finance  Co _  83.  80 

Ace  Finance  Co__ _  106.40 

Dixie  Finance  Co _  66.  03 

State  Finance  Co _  347.  36 

Mutual  Loan  Co _  85.  40 


Total _  1,  388.  14 


1956: 

Fidelity  Finance  Co _  61.20 

Friendly  Finance  Co _  29.  46 

State  Finance  Co _  99.  15 

Ace  Finance  Co _  22.  86 

Family  Loan  Co _ 210.  46 

Mutual  Loan  Co _  40.  46 

Calhoun  Credit  Co _  30.  46 

Gordon’s  Finance  Co _  7.  60 

Time  Loan  Service _  37.  56 

American  Loan  Co _  149.  60 

Ward  Finance  Co _  23.  60 


Total _ _  712.  41 


Continues  Messer  in  his  affidavit:  “I  have 
not  tried  to  get  the  1957  interest  state¬ 
ments  from  them  yet. 

“At  the  present  time,  I  owe  several  loan 
companies.  I  owe  Employees,  Ace,  Family, 
Calhoun  Credit,  Mutual  Loan  Co.,  State 
Loan,  Gordon’s  Finance,  Time  Loan  Service, 
American  Loan  Co.,  Fidelity  Finance  Co., 
and  Ward.  I  have  been  dealing  with  all  of 
them  for  years. 

“At  Family  Loan  I  was  charged  a  special 
low  rate  in  the  last  2  years  of  $12.50  per 
hundred  dollars  for  30  days.  I  paid  it  all  off 
in  30  days.  This  was  their  special  low  rate. 
Before  then  I  paid  $15  per  hundred  dollars 
for  30  days.  I  made  many  loans  there  at 
these  rates. 

“At  Ace  Finance  Co.,  I  have  always  paid 
$15  interest  per  30  days  on  a  hundred  dollars, 
and  I’ve  made  a  lot  of  loans  there  at  that 
rate. 

“At  Mutual  Loan  Co.,  I  have  always  paid 
$7.60  on  $50  per  1  month.  If  you  were  late 
you  paid  5  cents  on  each  dollar  for  each 
week  or  part  of  the  week  you  were  late.  I 
have  made  a  lot  of  loans  there  at  this  rate. 

“At  Ward  Finance  Co.,  I  always  paid  $7.60 
interest  on  a  $50  loan  in  a  month.  I  have 
made  a  lot  of  loans  there. 

“Fidelity  Finance  Co.  charged  me  twenty- 
some-odd  dollars  interest  on  $100  for  a 
month.  Recently,  they  went  down  to  $17 
and  something  on  $100  loan  for  30  days. 

“Time  Loan  Service  always  charged  me 
$10  interest  on  $50  for  a  month. 

“Calhoun  Credit  Co.,  always  charged  me 
$7.60  a  month  for  $50. 

“American  Loan  always  charged  me  $35 
interest  on  $100  for  3  months.  I  would  pay 
it  off  in  three  equal  monthly  payments  of 
$45. 

“Gordon’s  Finance  always  charged  me 
$7.66  on  $50  for  1  month  in  interest. 

“I  have  made  many,  many  loans  from  all 
these  companies  at  the  interest  rates  I  said 
over  the  past  years,  and  right  up  to  now. 
I’ve  renewed  many,  many  times  with  all  of 
them.  The  last  time  I  was  near  to  being  out 
of  debt  to  loan  companies  was  in  1956  when 
I  only  owed  one  of  them.  From  1938-39  to 
1956,  I  never  got  out  of  debt  to  them. 

“I’ve  many  many  time,  more  times  than 
I  can  remember,  I  have  borrowed  from  one 
of  these  loan  companies  to  pay  another.  I 
borrowed  in  1956  from  one  of  them  to  pay 
off  all  the  others.  That’s  how  I  got  down 
to  owing  just  one  in  1956. 

“I’ve  been  written  some  bad  letters  from 
these  loan  companies  about  my  debts  to 
them. 

“My  wife  gets  angry  at  me  about  my  bor¬ 
rowing  from  these  loan  companies  and 
about  owing  so  many  of  them.  She  has 


fussed  at  me  about  it.  There  is  no  use  in 
denying  that.  I  don’t  blame  her  one  bit. 

“It  would  be  hard  to  say  Just  how  much 
interest  the  Anniston  loan  companies  have 
gotten  off  of  me.  It  would  be  a  lot. 

“I  make  $5,700  a  year  now.  This  is  the 
most  I  have  ever  made  in  salary.  In  1956,  I 
made  $5,260,  which  was  my  best  year  before 
this  year  of  1957. 

“I  have  got  lots  and  lots  of  records  of  my 
dealings  with  the  loan  companies.” 

Jack  Graham,  a  foundry  worker  and 
father  of  two  children,  swore  to  this  state¬ 
ment  before  a  notary  public  on  November 
13,  1957: 

“I  work  at  Rudisill  Foundry  about  3  days 
a  week.  I've  been  back  to.  work  about  6 
weeks. 

“I  first  began  borrowing  from  Mrs.  Jones 
in  1942.  That  was  the  year  that  I  came  to 
work  in  Anniston.  I  needed  some  money  to 
move  my  family  from  Alexander  City.  I 
went  to  see  Mrs.  Jones.  I  think  she  was 
with  Southern  Finance  then.  She  was  in 
the  Wilson  Building  on  the  first  floor,  and 
later  on  she  moved  down  in  the  basement. 

“I  borrowed  $50  from  her.  I  signed  to 
pay  back  $75.  My  payments  were  $7  a 
week  for  about  6  months.  I  paid  that  note 
out,  but  I  needed  some  more  money  for  my 
family  and  I  borrowed  from  her  again.  The 
same  kind  of  loan.  I  paid  on  that  note  for 
about  6  months  and  it  seemed  like  I 
couldn’t  get  it  all  paid  up.  Mrs.  Jones  told 
me  that  I  could  renew  the  note  and  it  would 
be  just  like  a  new  loan  with  the  same 
interest. 

“I  started  renewing  notes  with  her.  This 
went  on  and  on  and  sometimes  if  I  had  that 
note  over  half  paid  off,  she  would  let  me 
have  the  difference  between  what  I  owed 
and  $50  and  we  would  make  a  new  note 
for  $50  with  same  interest  and  same  $7 
payment.  Sometimes  it  would  take  me 
nearly  a  year  to  get  paid  up.  I  would  need 
money  for  doctor  bills  and  trying  to  fix  up 
my  house  and  I  would  borrow  again  from 
her. 

NEVER  OUT  OF  DEBT 

“The  amounts  that  I  would  get  then 
would  usually  be  $50.  The  biggest  amount 
that  I  ever  got  was  $100.  The  payments 
would  be  $7  a  week.  This  has  been  going  on 
and  on  since  1942.  The  most  I’ve  gone  with¬ 
out  owning  her  anything  is  about  a  month. 

“I  got  to  owing  some  other  debts.  My 
work  got  cut  down  to  3  days  a  week.  I  filed 
a  debtor’s  petition  last  fall.  Mrs.  Jones  got 
me  to  leave  her  account  off.  They  have 
changed  the  names  of  her  place  so  much, 
but  I  reckon  she  was  running  the  Jones 
Discount  by  then.  I  was  to  make  my  pay¬ 
ments  at  the  *  *  *  Building.  I  paid  $15 
down  there  and  then  they  started  taking 
the  payments  out  of  my  pay  at  the  shop. 

Mrs.  Jones  cut  my  payments  to  her  from 
$7  a  week  down  to  $5  a  week.  I  renewed  it 
one  time  since  then  I  think  I  got  $15  one 
time.  I  made  these  payments  until  about 
4  weeks  before  May  8,  1957.  About  2  weeks 
before  then  I  paid  $10.  I  generally  carried 
my  payments  by  the  office. 

“I  had  a  good  record  of  making  my  pay¬ 
ments  on  time,  but  during  the  summer  of 
1956,  times  began  to  get  so  tough  that  I 
was  having  a  hard  time  meeting  expenses. 
It  looked  like  it  was  all  I  could  do  to  pay 
the  light  and  water  bills,  make  payments  on 
my  furniture,  and  make  the  payments  on 
my  house  to  keep  them  from  taking  it  away 
from  me  and  keep  the  notes  paid  up. 

“I  had  to  live  closer  than  hen’s  teeth  to 
make  ends  meet.  Me  and  the  children  and 
my  wife  wore  old  clothes  a  lot  of  the  time 
and  didn’t  have  enough  to  eat.  It  was  hard 
to  buy  schoolbooks  for  the  children.  I  was 
making  around  $30  to  $32  a  week. 

“During  the  summer  of  1956  a  few  times 
I  began  to  be  a  little  late  in  making  the 
payments  to  Mrs.  Jones  because  I  would 
have  to  pay  my  grocery  bill  in  order  to  get 
something  for  my  family  to  eat  the  next 
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week.  Mrs.  Jones  then  started  sending  Mr. 
Tommy  Welch  around  to  my  house  to  see 
about  it.  The  first  time  he  came  he  said 
Mrs.  Jones  told  him  to  tell  me  that  I  ought 
to  file  a  debtor’s  petition  in  court  and  put 
the  names  of  all  the  other  people  I  owed, 
but  leave  her  off  the  papers  in  court.  She 
said  that  was  a  good  way  to  get  the  strain 
off  me  and  that  the  other  fellows  couldn’t 
bother  me.  I  told  Mr.  Welch  to  teU  Mrs. 
Jones  that  I  would  have  to  study  about  it. 

“He  came  back  the  next  week  and  said 
Mrs  Jones  wanted  to  know  what  I  had  de¬ 
cided  to  do  about  it.  I  told  him  that  I 
couldn’t  see  that  it  would  help  too  much 
that  way.  He  urged  me  to  do  it  and  said 
that  the  other  fellows  couldn’t  do  nothing 
to  me  and  would  have  to  leave  me  alone 
and  that  Mrs.  Jones  would  cut  my  pay¬ 
ments  to  her  to  $5  a  week  and  I  could  pay 
them  weekly  all  along  until  I  paid  them 
out. 

"I  decided  to  go  with  him  and  went  and 
filed  the  debtor’s  petition  and  Mrs.  Jones 
paid  $25  for  me.  I  went  back  by  Mrs.  Jones’ 
office  and  renewed  my  note  with  them  and 
they  added  the  $25  on  to  it.  They  said  I 
then  owed  them  $175.  Before  I  renewed  it 
I  owed  $120.  This  note  had  already  been 
renewed  twice.  I  don’t  remember  how  much 
money  I  had  gotten  on  this  note. 

“The  court  was  taking  $15  a  week  out  of 
my  pay  after  I  made  the  first  $15  payment. 
I  was  paying  Mrs.  Jones  $5  a  week.  That 
only  left  me  $10  or  $12  a  week  out  of  my 
wages  to  buy  food,  pay  light  and  water  bills 
and  buy  coal.  It  was  tough  to  get  by  on. 
I  got  all  the  odd  jobs  I  could.  I  would 
usually  get  about  $5  a  day.  Some  weeks  I 
could  barely  get  by.  Other  weeks  me  and 
my  family  would  do  without  things — clothes 
and  food.  I  kept  my  payments  up  with  Mrs. 
Jones  until  the  spring  of  this  year. 

“When  I  would  be  late  on  a  payment  she 
would  send  Mr.  Welch  to  see  me.  He  came 
to  my  house  three  times — one  time  I  paid 
him  $10.  The  other  two  $5.  They  said  I  still 
owed  them  $141.  The  fourth  time  I  saw 
Mr.  Welch,  I  was  walking  up  Spruce  Street 
and  was  at  the  intersection  of  Bynum 
Street,  sometimes  called  Second  Street.  Mr. 
Welch  came  up  from  behind  me  on  Spruce 
Street  in  his  car.  He  stopped  and  called 
to  me.  He  said  he  had  come  to  collect  his 
money  or  kill  me  one.  - 1  said  it  would  be 
Friday  before  I  would  have  any  money.  I 
had  turned  around  so  I  could  go  over  and 
talk  with  him.  I  didn’t  hear  him  say  any¬ 
thing  else  and  he  started  shooting  me  with 
a  pistol.  He  shot  me  five  times.  This  hap¬ 
pened  on  May  8,  1957. 

“I  was  carried  to  the  hospital.  I  stayed 
on  the  operating  able  7%  hours.  The  first 
time  I  was  in  the  hospital  for  5  weeks.  I 
was  then  out  2  weeks  and  had  to  go  for 
another  operation.  That  operation  was  7 
hours.  I  was  in  the  hospital  3  weeks  that 
time.  I  thank  the  Lord  that  I’m  still  alive 
My  legs  still  give  me  a  lot  of  trouble. 

“I’ve  only  borrowed  money  from  one  other 
loan  company  in  Anniston.  This  was  in  1942. 
I  don’t  remember  the  name  of  the  company. 
I’ve  always  tried  to  pay  my  debts.  I  always 
thought  that  Mrs.  Jones  was  charging  me 
what  the  law  allowed  for  interest  on  her 
money.  I  don’t  know  what  the  legal  rate  of 
interest  is  but  I  thought  the  law  took  care 
of  that.  I’ve  worked  mighty  hard  and  always 
took  odd  Jobs  when  I  could.  My  family  and 
me  have  done  without  a  lot  of  things  so  I 
could  keep  my  notes  paid  up  on  time.  It’s 
still  tough  to  get  by  on  3  days  a  week.” 

Mingo  Bracy,  a  totally  disabled  World  War 
I  veteran,  made  this  statement  on  February 
28,  1955,  in  Montgomery,  Ala.: 

“About  7  years  ago,  in  1948,  I  made  three 
loans  with  Leavell  Banking  Co.,  located  up¬ 
stairs  on  South  Court  Street.  I  borrowed 
$50  on  the  first  loan,  signed  a  note  for  $60 
and  paid  $10  per  month.  On  the  second  loan 
I  borrowed  $20,  signed  a  note  for  $24  and  paid 


$4  per  month.  On  the  third  loan  I  borrowed 
$10,  signed  a  note  for  $12  and  paid  $2  per 
month. 

“When  I  carried  the  $16  in  each  month,  Mr. 
Leavell  would  separate  it  and  say  ‘here  is  a 
$10  interest  payment  on  your  $50  indebted¬ 
ness.’  He  would  then  have  me  sign  a  renewal 
note  for  $60.  Then  he  would  take  $4  and 
say  ‘here  is  a  $4  interest  payment  on  your 
$20  indebtedness,’  fix  a  renewal  note  for  $24 
and  have  me  sign  it.  Then  he  would  take 
$2  and  say  ‘here  is  a  $2  interest  payment  on 
your  $10  indebtedness,’  fix  a  renewal  note 
for  $12  and  have  me  sign  it. 

“All  of  this  $16  was  interest  alone;  I  was 
not  touching  the  principal.  I  kept  that  up 
for  about  7  years.  In  my  best  judgment  I 
paid  about  $1,344  on  these  debts. 

“I  am  a  veteran  of  World  War  I  and  get 
100  percent  total  disability.  I  receive  a  check 
from  the  Federal  Government  which  now 
amounts  to  $202  a  month  but  it  was  not  this 
much  7  years  ago.  About  then  I  was  only 
getting  about  $150  a  month. 

"About  6  years  ago  I  told  Mr.  Leavell  that 
I  did  not  want  to  go  bankrupt  but  I  was 
going  to  the  court  and  make  arrangements 
to  pay  my  creditors  as  best  I  could.  Mr. 
Leavell  asked  not  to  carry  him  to  court;  that 
he  would  get  me  a  lawyer.  He  sent  me  to 
Lawyer  Robert  Coburn  and  loaned  me  $20 
to  start  paying  Lawyer  Coburn,  had  me  sign 
another  note  and  sent  me  back  to  Lawyer 
Coburn  with  the  $20  which  I  paid  Lawyer 
Coburn. 

“I  did  not  list  Leavell  Banking  Co.  at  that 
time  for  this  reason  but  Mr.  Coburn  put 
me  in  a  debtor’s  petition.  This  was  iri  1949. 
I  kept  on  paying  Leavell  off  at  $16  per 
month  and  signing  renewal  notes.  I  think  I 
paid  the  court  about  $15  per  month  on  my 
debts.  None  of  the  loan  companies  I  owed 
filed  their  claim  against  me. 

“I  also  owed  for  some  furniture  at  Frank 
Tennille  Furniture  Co.,  and  some  jewelry 
at  Elebash  Jewelers  but  did  not  list  these 
in  my  debtor’s  petition.  I  went  by  and  told 
each  of  them  what  I  was  going  to  do  but 
that  I  was  not  going  to  list  them  and  have 
since  paid  them  in  full.  I  was  discharged 
from  my  petition  in  June  1952. 

“I  also  borrowed  $50  from  Mr.  Berry  when 
he  was  manager  of  Capitol  Finance  Co.  and 
signed  a  note  for  $60.  I  included  him  in  my 
debtor’s  petition  which  I  filed  in  1949.  After 
that  Mr.  Berry  left  Capitol  Finance  and  went 
with  Boswell  Finance  Co.  He  stopped  me  on 
the  street  one  day  and  asked  me  to  come  by 
and  get  some  more  money;  that  he  was  not 
going  to  file  a  claim  in  the  other  proceed¬ 
ing.  The  first  time  I  borrowed  $30  and 
signed  a  note  for  $45.  He  finally  made  me 
pay  this  in  a  lump  sum  and  then  I  bor¬ 
rowed  $20,  signed  a  note  for  $24  and  paid  $4 
per  month  until  I  carried  him  into  debtor’s 
petition  in  August  1954,  at  which  time  I 
also  carried  Watson  Finance  Co.,  Capitol 
Finance  Co.  and  Leavell  Banking  Co.  I  had 
borrowed  $50  from  both  Capitol  Finance  Co. 
and  Boswell  Finance  Co.,  signed  notes 
for  $60  and  had  paid  each  company  $10  per 
month  for  about  3  years.  They  were 
ordered  to  appear  on  February  21,  1955  be¬ 
fore  the  Referee  in  Bankruptcy  to  propound 
their  claims  but  none  of  these  loan  com¬ 
panies  filed  any  claim  at  all. 

“Sometimes  when  the  collectors  came  by 
to  get  heir  money  I  would  not  have  received 
my  Government  check.  When  I  told  them 
my  check  had  not  come,  they  would  threaten 
to  take  me  for  a  ride  if  I  did  not  pay  them. 
I  would  rather  not  name  these  collectors. 

"About  7  years  ago  I  borrowed  $50  from 
Lawyer  John  Sankey,  who  operated  Star 
Loan  Co.  I  paid  him  $10  per  month  and 
he  would  renew  the  note  for  $60  each 
month.  Sometimes  it  would  be  around  the 
third  of  the  month  before  I  got  my  Gov¬ 
ernment  check  and  could  pay  him.  He 
would  say  that  I  used  to  be  true  as  a  clock 
but  I  was  falling  down.  I  kept  this  up  for 
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3  or  4  years  until  I  included  my  debt  to 
him  in  my  debtor’s  petition.  In  my  best 
judgment  I  paid  him  at  least  $480.  He  did 
not  file  his  claim  against  me  in  Federal 
court  either.” 

An  Anniston  lawyer  sums  up  Alabama's 
loan  shark  problem  in  these  words:  “We 
have  an  ugly  situation  down  here  that  is 
costing  our  people  millions  of  dollars  each 
year  in  illegal  interest.  The  brunt  of  this 
cost  falls  on  those  least  able  to  pay.  Their 
situation  is  daily  made  worse  by  the  loan 
companies  of  Alabama.  Far  from  filling  a 
financial  need  for  these  people,  the  loan 
companies  of  Alabama  make  their  financial 
plight  ever  worse.” 

Mr.  McDONOUGH.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
New  Hampshire  [Mr.  Bass]. 

Mr.  BASS  of  New  Hampshire.  Mr. 
Chairman,  I  rise  in  support  of  this  bill. 
Perhaps  it  would  be  appropriate  for  me 
to  point  out  that  in  my  own  home  State 
of  New  Hampshire  the  first  credit  union 
was  formed.  That  was  back  in  1909. 
Since  then  the  credit  union  movement 
has  grown  to  be  a  very  important  factor 
and  to  fill  a  very  real  need  in  our  na¬ 
tional  economy. 

I  am  in  full  support  of  this  bill  which 
would  clarify  and  modernize  as  well  as 
add  several  substantive  provisions  to  the 
present  act.  So,  Mr.  Chairman,  I  join 
with  my  distinguished  chairman  of  the 
Banking  and  Currency  Committee  in 
asking  the  House  to  pass  this  bill  with¬ 
out  amendment. 

Mr.  Chairman,  I  yield  back  the  bal¬ 
ance  of  my  time. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Colo¬ 
rado  [Mr.  Johnson]. 

Mr.  JOHNSON  of  Colorado.  Mr. 
Chairman,  I  serve  on  Subcommittee  No. 
3  of  the  Banking  and  Currency  Commit¬ 
tee.  In  the  course  of  the  hearings  of 
that  committee  we  took  extensive  testi¬ 
mony  not  only  with  respect  to  the  tech¬ 
nical  amendments  which  are  contained 
in  the  bill  reported  to  the  House,  but 
also  with  respect  to  the  advisability  and 
desirability  of  giving  the  Federal  credit 
unions  the  same  rights  which  most 
State  credit  unions  have,  which  is,  of 
course,  to  join  together  for  a  variety  of 
purposes  in  central  credit  unions. 

The  essential  purposes  of  central 
credit  unions  have  been  set  forth  in  the 
supplemental  views  contained  in  the 
House  report  filed  by  a  number  of  mem¬ 
bers  of  the  committee.  Essentially  they 
make  it  easier  for  credit  unions  to  op¬ 
erate  and  free  them  from  certain  dis¬ 
abilities  so  that  they  may  use  more  ef¬ 
fectively  surplus  capital  they  may  have 
from  time  to  time,  because  they  have 
different  seasonal  needs.  Some  credit 
unions  have  extra  funds  at  one  particu¬ 
lar  time  when  others  do  not  have  such, 
and  need  funds,  and  vice  versa. 

Also  because  credit  unions  have  been 
under  very  strict  and  tight  restrictions, 
an  officer  cannot  borrow  from  the  credit 
union  more  than  he  has  deposited  in  the 
union.  You  may  ask  why  he  should 
borrow  rather  than  withdraw  his  de¬ 
posit.  There  are  a  variety  of  reasons 
including  a  sense  of  ownership,  and  cer¬ 
tain  insurance  features  which  would 
justify,  in  effect,  a  man  borrowing  his 
deposits  rather  than  withdrawing  his 
deposits. 
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Testimony  with  respect  to  Central 
Federal  credit  unions  in  the  affirmative 
can  be  found  at  pages  5,  9,  32,  37,  103, 
109,  111,  114,  and  149  in  the  hearings. 
In  the  report  which  is  in  your  hands, 
the  supplemental  views  set  forth,  start¬ 
ing  at  page  8  and  continuing  on  through 
page  14,  contain  a  portion  of  this  testi¬ 
mony  verbatim  from  the  hearings  before 
the  subcommittee.  By  reading  this  you 
may  know  what  the  position  was  of  the 
persons  who.  appeared  before  the  sub¬ 
committee  in  support  of  the  idea  of  the 
central  Federal  credit  unions.  In  addi¬ 
tion  to  that,  on  pages  15  and  16  are  addi¬ 
tional  facts  which  may  be  of  interest. 
For  example,  there  are  over  25  semi¬ 
central  credit  unions.  Now  these  are 
central  credit  unions  only  for  officers  of 
Federal  unions  and  they  are  organized  as 
Federal  officer  credit  unions  rather  than 
as  Federal  central  credit  unions.  A 
credit  union  cannot  belong  to  the  officer 
credit  union,  but  an  officer  of  a  Federal 
credit  union  may.  We  would  like  to 
permit  the  Federal  officer  credit  union 
to  become  a  full-grown  central  credit 
union  and  make  it  possible  for  credit 
unions  in  that  area  to  pool  their  funds 
for  additional  fluidity  that  this  would 
give  each  of  the  credit  unions. 

On  page  16  of  the  report,  the  State 
central  credit  unions  are  listed  at 
length  in  order  that  you  may  know 
whether  in  your  own  State  there  is  any 
central  credit  union  and  that  there  is 
substantial  favorable  experience  in  those 
States  with  central  credit  unions.  We 
have  in  my  own  State  of  Colorado,  a 
State  central  credit  union,  which  has 
built  up  over  a  million  dollars  in  assets 
and  can  be  of  very  real  service  to  its 
smaller  member  credit  union. 

My  first  experience  with  a  credit  union 
was  just  after  we  were  married.  My 
church  in  Madison,  Wis.,  had  a 
credit  union.  My  wife  and  I  were  short 
of  funds  and  we  found  the  credit  union 
a  very  simple  and  proper  way  for  us  to 
secure  a  small  loan  to  meet  our  needs. 
I  maintain  my  membership  in  that 
church  credit  union  even  though  I  have 
long  since  moved  from  that  city  because 
I  felt  a  sense  of  concern  for  and  obliga¬ 
tion  to  it. 

The  testimony  contains  only  one  criti¬ 
cism  of  the  language  contained  in  the 
.  subcommittee’s  draft  of  the  bill.  Mr. 
Gannon,  Director  of  the  Federal  Credit 
Union  Agency,  did  raise  a  question  with 
respect  to  the  subcommittee’s  version, 
suggesting  that  it  did  not  have  a  tight 
enough  limit  with  respect  to  the  loans 
which  a  Federal  central  credit  union 
might  make  or  investments  which  a 
member  credit  union  might  make  in  a 
central  credit  union. 

In  offering  the  amendment  which  I 
shall  offer  during  the  amendment  pe¬ 
riod,  we  have  set  forth  language  in 
correction  of  that.  Also  one  technical 
correction  has  been  added  to  the  lan¬ 
guage  reported  by  the  subcommittee.  In 
yesterday’s  Record  you  will  find  in  the 
Appendix,  page  A-6569,  the  entire  pro¬ 
posed  group  of  amendments  that  sim¬ 
ply  restore  the  language  which  was  de¬ 
leted  by  a  very  close  vote  in  the  full 
committee,  at  a  time  when  several  mem¬ 
bers  were  absent. 


The  CHAIRMAN.  The  time  of  the 
gentleman  from  Colorado  has  expired. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
the  gentleman  2  additional  minutes. 

Mr.  JOHNSON  of  Colorado.  Mr. 
Chairman,  the  proposed  amendments  in¬ 
volve  several  points  in  the  bill.  The 
amendments  are  cited  on  page  A-6569  of 
yesterday’s  Record  so  that  you  may  have 
the  actual  language  of  the  amendments 
before  you.  Also  recited  there  is  the 
essence  of  the  argument  in  support  of 
the  Federal  central  credit  unions.  But 
in  order  to  complete  the  correction  of 
the  bill,  I  discovered  that  we  had  omit¬ 
ted  to  correct  the  language  at  the  very 
end  of  the  bill,  section  3  at  page  30, 
which  was  inserted  by  the  full  commit¬ 
tee  asking  the  Director  to  submit  to  the 
Congress  a  draft  of  legislation  provid¬ 
ing  for  federally  chartered  Federal 
unions.  My  amendment  is  that  he  shall 
submit  to  the  Congress  recommenda¬ 
tions  for  any  further  legislation  with 
reference  to  federally  chartered  Federal 
unions.  The  language  of  the  amend¬ 
ments  I  am  proposing  on  behalf  of  the 
subcommittee  contains  the  recommenda¬ 
tions  of  the  subcommittee.  If  the  Di¬ 
rector  of  the  Bureau  of  Federal  Credit 
Unions  has  further  recommendations 
which  he  believes  would  be  desirable,  in 
the  event  he  is  not  able  to  make  these  in 
time  for  Senate  action  this  year,  we  in¬ 
vite  him  to  submit  those  recommenda¬ 
tions  to  the  Congress. 

'  That  is  the  essence  of  the  amendment. 
It  will  be  offered  on  behalf  of  the  mem¬ 
bers  of  the  committee  who  favor  the 
Federal  central  credit  unions  and  we 
will  ask  for  a  vote  on  them  en  bloc. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Mon¬ 
tana  [Mr.  Anderson!. 

(Mr.  ANDERSON  of  Montana  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

Mr.  BREEDING.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  ANDERSON  of  Montana.  I  yield 
to  the  gentleman  from  Kansas. 

Mr.  BREEDING.  Mr.  Chairman,  I 
take  this  opportunity  to  say  that  I  rise 
in  support  of  the  pending  legislation.  I 
want  to  report  that  this  morning  I  had 
a  wire  on  my  desk  from  the  managing 
director  of  the  Kansas  Credit  Union, 
which  represents  300  credit  unions  in 
my  State  with  a  membership  of  over 
110,000,  all  in  support  of  H.R.  8305. 

Mr.  ANDERSON  of  Montana.  I  thank 
the  gentleman. 

I  would  like  to  point  out,  Mr.  Chair¬ 
man,  that  in  less  than  50  years  of  ac¬ 
tivity  in  the  United  States,  the  credit 
union  movement  has  accomplished  much 
more  than  many  other  social  move¬ 
ments — and  this  has  been  a  social  move¬ 
ment — have  been  able  to  do  in  centuries 
of  hard  work.  It  is  an  idea  that  is 
really  needed  and  wanted  by  millions  of 
Americans.  It  is  an  idea  that  obviously 
works. 

The  credit-union  formula  is  simple. 
It  combines  the  world’s  reliance  on 
money  and  credit  systems  with  man’s 
innate  desire  to  be  useful  to  his  fellow 
man.  The  result  is  12  million  people 
energetically  cooperating  with  each 
other  to  do  all  they  can  to  help  their 


friends  and  neighbors  to  help  them¬ 
selves.  Although  my  college  training 
is  that  of  a  chemical  engineer,  I  cannot 
think  of  a  more  perfect  formula  than 
that. 

Internationally,  there  are  more  than 
12  million  people  in  more  than  80  coun¬ 
tries  who  participate  in  credit  unions. 

The  full  value  of  the  more  than  1,000 
credit  unions  in  operation  in  other  coun¬ 
tries  cannot  be  measured  merely  in 
terms  of  the  dollars-and-cents  benefits 
they  have  brought  to  these  people. 
Perhaps  even  more  important  is  the  fact 
that  credit  unions  are  democratic  or¬ 
ganizations.  They  are  organizations  in 
which  each  member  has  one  vote  and 
one  vote  only  in  the  operating  voice  of 
the  credit  union.  As  such,  credit 
unions  are  teaching  thousands  of  peo¬ 
ple  the  real  meaning  of  democracy.  In 
both  these  ways,  credit  unions  already 
have  proved  themselves  a  strong  bulwark 
against  communism  in  South  and  Cen¬ 
tral  America. 

The  U.S.  Government,  the  United  Na¬ 
tions,  and  all  freedom-loving  nations, ' 
long  ago  recognized  this  important  by¬ 
product  of  the  credit  union  movement, 
and  eagerly  support  the  development  of 
credit  unions  throughout  the  world  and 
especially  in  underdeveloped  countries 
where  people  have  never  known  the  thrill 
of  helping  determine  their  own  destiny. 

Credit  unions  are  not  needed  only  in 
other  countries,  however.  Just  a  quick 
glance  at  our  own  country  tells  us  that 
the  credit  union  movement  has  a  big  job 
ahead  of  it  right  here  within  our  own 
boundaries.  Our  own  people  are  enter¬ 
ing  a  new  era  of  enlightenment  in  which 
credit  unions  undoubtedly  will  play  a  big 
role. 

Credit  unions  are  geared  to  our  pres¬ 
ent  day  lives.  Economists  know  that 
production  and  consumption  must  be 
balanced  if  we  are  to  avoid  another  great 
depression.  Since  the  Federal  Credit 
Union  Act  was  passed  nearly  a  quarter 
century  ago,  the  credit  union  movement 
has  grown  and  has  discovered  new  op¬ 
portunities  for  usefulness.  That  is  why  it 
is  in  order  today  to  rewrite  the  Federal 
law  to  meet  today’s  needs.  I  believe 
credit  unions  should  be  given  the  foun¬ 
dation  for  a  new  era  of  growth  and 
service. 

The  records  of  credit  unions  have 
thoroughly  substantiated  the  need  for 
many  of  these  changes.  It  is  a  remark¬ 
able  fact  that  more  than  99%  percent  of 
all  credit  union  loans  have  been  repaid. 
This  is  a  record  that  any  kind  of  finan¬ 
cial  institution  could  be  proud  of. 

In  the  85th  Congress,  I  introduced 
credit  union  legislation  substantially  the 
same  as  the  measure  before  you  today. 
This  legislation  is  very  comprehensive 
and  makes  many  substantive  and  tech¬ 
nical  changes  in  the  law.  My  original 
bill  had  in  it  a  provision  for  central 
credit  unions  as  is  in  the  proposed 
amendment  before  you  today.  This 
would  permit  federally  chartered  credit 
unions  to  participate  fully  with  others  in 
central  credit  unions.  Many  State- 
chartered  credit  unions  have  had  this 
privilege  for  years.  Federal  credit 
unions  have  been  denied  this  privilege, 
and  I  think  this  should  be  corrected. 
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When  I  read  the  bill  brought  out  by 
the  committee,  I  was  greatly  disap¬ 
pointed  to  see  that  they  had  taken  fiom 
the  legislation  introduced  in  the  85th 
Congress  and  again  introduced  in  the 
86th  Congress  the  provision  for  central 
credit  unions.  Now  a  central  credit  un¬ 
ion  is  simply  a  mechanism  to  permit 
money  to  flow,  either  cyclically  or  sea¬ 
sonally,  from  surplus  capital  areas  to 
areas  temporarily  short  of  capital. 

There  are  presently  many  State  cen¬ 
tral  credit  unions  and  there  is  no  rea¬ 
son  why  Federal  credit  unions  should 
continue  to  be  handicapped  by  their 
present  inability  to  band  together  for  the 
most  efficient  use  of  their  own  money. 
Flexibility  in  use  of  surplus  funds  which 
are  excess  to  their  needs  will  enable 
credit  unions  to  better  serve  their  mem¬ 
bers,  both  depositors  and  borrowers.  So, 
when  the  amendment  is  offered  by  the 
gentleman  from  Colorado  to  rewrite  into 
this  legislation  the  provision  for  central 
credit  unions  which  was  in  the  legisla¬ 
tion  considered  by  the  85th  Congress  and 
which  was  in  most  of  the  original  bills 
with  which  I  am  familiar,  I  certainly 
hope  that  my  colleagues  here  will  sup¬ 
port  that  amendment. 

Mr.  REUSS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  ANDERSON  of  Montana.  I  yield 
to  the  gentleman  from  Wisconsin. 

Mr.  REUSS.  I  would  like  to  commend 
the  gentleman  from  Montana  [Mr.  An¬ 
derson],  for  his  leadership  in  securing 
good,  sound  credit  union  legislation.  In 
the  last  Congress  he  was  a  member  of 
the  House  Committee  on  Banking  and 
Currency  and  took  the  lead  in  introduc¬ 
ing  this  legislation;  in  fact,  it  was  from 
the  gentleman  from  Montana  that  I  first 
had  a  complete  explanation  of  the  prob¬ 
lems  of  the  credit  unions  and  the  need 
for  helpful  legislation.  Although  the 
gentleman  has  since  left  the  Committee 
on  Banking  and  Currency,  which  is  to  be 
regretted,  and  is  now  on  another  com¬ 
mittee,  his  interest  in  it  has  continued, 
and  his  help  in  getting  this  legislation 
to  the  floor  of  the  House  this  afternoon 
should  not  go  unrecognized. 

Mr.  ANDERSON  of  Montana.  I  thank 
the  gentleman. 

[Mr.  McGOVERN  addressed  the  Com¬ 
mittee.  His  remarks  will  appear  here¬ 
after  in  the  Appendix.] 

Mr.  SPENCE.  Mr.  Chairman,  we  have 
no  further  requests  for  time. 

The  CHAIRMAN.  There  being  no 
further  requests  for  time,  the  Clerk  will 
read  the  bill  for  amendment. 

The  Clerk  read  the  bill,  as  follows : 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  asssembled.  That  the 
Federal  Credit  Union  Act  (48  Stat.  1216;  12 
U.S.C.,  secs.  1751-1772)  is  amended  to  read 
as  follows; 

"short  title 

“Section  1.  This  Act  may  be  cited  as  the 
‘Federal  Credit  Union  Act'. 

"definitions 

"Sec.  2.  As  used  in  this  Act— 

“  ( 1 )  the  term  ‘Federal  credit  union’  means 
a  cooperative  association  organized  in  ac¬ 
cordance  with  the  provisions  of  this  Act  for 
the  purpose  of  promoting  thrift  among  its 


members  and  creating  a  source  of  credit  for 
provident  or  productive  purposes; 

“(2)  the  term  ‘Bureau’  means  the  Bureau 
of  Federal  Credit  Unions;  and 

“(3)  the  term  ‘Director’  means  the  Direc¬ 
tor  of  the  Bureau  of  Federal  Credit  Unions. 

"CREATION  OF  BUREAU 

"Sec.* 3.  There  shall  be  in  the  Department 
of  Health,  Education,  and  Welfare  a  Bureau 
of  Federal  Credit  Unions,  which  shall  be 
under  the  supervision  of  a  Director  ap¬ 
pointed  by  the  Secretary  of  Health,  Educa¬ 
tion,  and  Welfare.  The  Bureau  of  Federal 
Credit  Unions  and  the  Director  shall  be 
under  the  general  direction  and  supervision 
of  the  Secretary. 

"FEDERAL  CREDIT  UNION  ORGANIZATION 

"Sec.  4.  Any  seven  or  more  natural  persons 
who  desire  to  form  a  Federal  credit  union 
shall  subscribe  before  some  officer  competent 
to  administer  oaths  an  organization  certifi¬ 
cate  in  duplicate  which  shall  specifically 
state — 

“(1)  the  name  of  the  association; 

“(2)  the  location  of  the  proposed  Federal 
credit  union  and  the  territory  in  which  it 
will  operate; 

“(3)  the  names  and  addresses  of  the  sub¬ 
scribers  to  the  certificate  and  the  number 
of  shares  subscribed  by  each; 

“(4)  the  par  value  of  the  shares,  which 
shall  be  $5  each; 

“(5)  the  proposed  field  of  membership, 
specified  in  detail; 

“(6)  the  term  of  the  existence  of  the  cor¬ 
poration,  which  may  be  perpetual;  and 

“(7)  the  fact  that  the  certificate  is  made 
to  enable  such  persons  to  avail  themselves 
of  the  advantages  of  this  Act. 

Such  organization  certificate  may  also  con¬ 
tain  any  provisions  approved  by  the  Direc¬ 
tor  for  the  management  of  the  business  of 
the  association  and  for  the  conduct  of  its 
affairs  and  relative  to  the  powers  of  its 
directors,  officers,  or  stockholders. 

"APPROVAL  OF  ORGANIZATION  CERTIFICATE 

"Sec.  5.  The  organization  certificate  shall 
be  presented  to  the  Director  for  approval. 
Before  any  organization  certificate  is  ap¬ 
proved,  an  appropriate  investigation  shall  be 
made  for  the  purpose  of  determining  (1) 
whether  the  organization  certificate  con¬ 
forms  to  the  provisions  of  this  Act;  (2)  the 
general  character  and  fitness  of  the  sub¬ 
scribers  thereto;  and  (3)  the  economic  ad¬ 
visability  of  establishing  the  proposed  Fed¬ 
eral  credit  union.  Upon  approval  of  such 
organization  certificate  by  the  Director  it 
shall  be  the  charter  of  the  corporation, 
and  one  of  the  originals  thereof  shall  be 
delivered  to  the  corporation  after  the  pay¬ 
ment  of  the  fee  required  therefor.  Upon 
such  approval  the  Federal  credit  union  shall 
be  a  body  corporate  and  as  such,  subject  to 
the  limitations  herein  contained,  shall  be 
vested  with  all  of  the  powers  and  charged 
with  all  of  the  liabilities  conferred  and  im¬ 
posed  by  this  Act  upon  corporations  organ¬ 
ized  hereunder. 

“fees 

"Sec.  6.  For  the  purpose  of  paying  the  costs 
incident  to  the  ascertainment  of  whether  an 
organization  certificate  should  be  approved, 
the  subscribers  to  any  such  certificate  shall 
pay,  at  the  time  of  filing  their  organization 
certificate,  the  amount  prescribed  by  the 
Director,  which  shall  not  exceed  $20  in  any 
case;  and  on  the  approval  of  any  organiza¬ 
tion  certificate  they  shall  also  pay  a  fee  of 
$5.  Not  later  than  January  31  of  each  calen¬ 
dar  year,  each  Federal  credit  union  shall 
pay  to  the  Bureau,  for  the  preceding  calen¬ 
dar  year,  a  supervision  fee  in  accordance 
with  a  graduated  scale  prescribed  by  regu¬ 
lation  on  the  basis  of  assets  as  of  December 
31  of  such  preceding  year,  but  such  fee  shall 
in  no  event  be  less  than  $10  nor  more  than 


the  applicable  amount  specified  in  the  fol¬ 
lowing  table; 


“Total  assets 

$500,000  or  less - 

Over  $500,000  and 
not  over  $1,000,000. 


Over  $1,000,000  and 
not  over  $2,000,000. 


Over  $2,000,000  and 
not  over  $5,000,000. 


Over  $5,000,000 


Maximum  fee 

30  cents  per  $1,000. 

$150,  plus  25  cents 
per  $1,000  in  excess 
of  $500,000. 

$275,  plus  20  cents 
per  $1,000  in  excess 
of  $1,000,000. 

$475,  plus  15  cents 
per  $1,000  in  excess 
of  $2,000,000. 

$925,  plus  10  cents 
per  $1,000  in  excess 
of  $5,000,000. 


All  such  fees  shall  be  deposited  with  the 
Treasurer  of  the  United  States  for  the  ac¬ 
count  of  the  Bureau  and  may  be  expended 
by  the  Director  for  such  administrative,  su¬ 
pervisory,  and-  other  expenses  incurred  in 
carrying  out  the  provisions  of  this  Act  as  he 
may  determine  to  be  proper,  the  purpose  of 
such  fees  being  to  defray  such  expenses  as 
far  as  practicable.  No  annual  supervision 
fee  shall  be  payable  by  a  Federal  credit 
union  with  respect  to  the  year  in  which  its 
charter  is  issued,  or  in  which  final  distribu¬ 
tion  is  made  in  its  liquidation  or  the  charter 
is  otherwise  canceled. 


"reports  and  examinations 

“Sec.  7.  Federal  credit  unions  shall  be  un¬ 
der  the  supervision  of  the  Director,  and  shall 
make  financial  reports  to  him  as  and  when 
he  may  require,  but  at  least  annually. 
Each  Federal  credit  union  shall  be  subject 
to  examination  by,  and  for  this  purpose  shall 
make  its  books  and  records  accessible  to, 
any  person  designated  by  the  Director.  The 
Director  shall  fix  a  scale  of  examination  fees 
to  be  paid  by  Federal  credit  unions,  giving 
due  consideration  to  the  time  and  expense 
incident  to  such  examinations,  and  to  the 
ability  of  Federal  credit  unions  to  pay  such 
fees,  which  fees  shall  be  assessed  against  and 
paid  by  each  Federal  credit  union  promptly 
after  the  completion  of  such  examination. 
Examination  fees  collected  under  the  pro¬ 
visions  of  this  section  shall  be  deposited 
to  the  credit  of  the  special  fund  created 
by  section  6,  and  shall  be  available  for  the 
purposes  specified  in  such  section. 

"powers 

"Sec.  8.  A  Federal  credit  union  shall  have 
succession  in  its  corporate  name  during  its 
existence  and  shall  have  power — 

“(1)  to  make  contracts; 

"(2)  to  sue  and  be  sued; 

“(3)  to  adopt  and  use  a  common  seal  and 
alter  the  same  at  pleasure; 

"(4)  to  purchase,  hold,  and  dispose  of 
property  necessary  or  incidental  to  its  oper¬ 
ations; 

"(5)  to  make  loans  with  maturities  not 
exceeding  five  years  to  its  members  for  prov¬ 
ident  or  productive  purposes  upon  such 
terms  and  conditions  as  this  Act  and  its  by¬ 
laws  provide  and  as  the  credit  committee  or 
a  loan  officer  may  approve,  at  rates  of  inter¬ 
est  not  exceeding  1  per  centum  per  month 
on  unpaid  balances,  inclusive  of  all  charges 
incident  to  making  the  loan;  except  that  no 
loans  to  a  director  or  member  of  the  super¬ 
visory  or  credit  committee  shall  exceed  the 
amount  of  his  holdings  in  the  Federal  credit 
union  as  represented  by  shares  thereof  plus 
the  total  unencumbered  and  unpledged 
shareholdings  in  the  Federal  credit  union  of 
any  member  pledged  as  security  for  the  ob¬ 
ligation  of  such  director  or  committee  mem¬ 
ber.  No  director  or  member  of  the  super¬ 
visory  or  credit  committee  shall  endorse  for 
borrowers.  A  borrower  may  repay  his  loan, 
prior  to  maturity,  in  whole  or  in  part  on  any 
business  day.  The  taking,  receiving,  reserv¬ 
ing,  or  charging  of  a  rate  of  interest  greater 
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than  is  allowed  by  this  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture 
of  the  entire  interest  which  the  note,  bill,  or 
other  evidence  of  debt  carries  with  it,  or 
which  has  been  agreed  to  be  paid  thereon. 
If  such  greater  rate  of  interest  has  been 
paid,  the  person  by  whom  it  has  been  paid, 
or  his  legal  representatives,  may  recover  back 
from  the  credit  union  taking  or  receiving 
the  same,  in  an  action  in  the  nature  of  an 
action  of  debt,  the  entire  amount  of  interest 
paid;  but  such  action  must  be  commenced 
within  two  years  from  the  time  the  usurious 
collection  was  made.  Loans  shall  be  paid  or 
amortized  in  accordance  with  rules  and  reg¬ 
ulations  prescribed  by  the  Director  after  tak¬ 
ing  into  account  the  needs  or  conditions  of 
the  borrowers,  the  amounts  and  duration  of 
the  loans,  the  interests  of  the  members  and 
the  credit  unions,  and  such  other  factors  as 
the  Director  deems  relevant,  but  such  rules 
and  regulations  shall  not  require  payments 
more  frequently  than  annually; 

“  ( 6 )  to  receive  from  its  members  payments 
on  shares; 

“(7)  to  invest  its  funds  (A)  in  loans  ex¬ 
clusively  to  members;  (B)  in  obligations  of 
the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest 
thereby:  (C)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in 
loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  per  centum  of  its 
paid-in  and  unimpaired  capital  and  surplus; 
or  (D)  in  shares  or  accounts  of  savings  and 
loan  associations,  the  accounts  of  which 
are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation; 

“(8)  to  make  deposits  in  national  banks 
and  in  State  banks,  trust  companies,  and 
mutual  savings  banks  operating  in  accord¬ 
ance  with  the  laws  of  the  State  in  which  the 
Federal  credit  union  does  business: 

"(9)  to  borrow,  in  accordance  with  such 
rules  and  regulations  as  may  be  prescribed 
by  the  Director,  from  any  source,  in  an  ag¬ 
gregate  amount  not  exceeding  50  per  centum 
of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit 
union  may  discount  with  or  sell  to  any  Fed¬ 
eral  intermediate  credit  bank  any  eligible 
obligations  up  to  the  amount  of  its  paid-in 
and  unimpaired  capital; 

“(10)  to  levy  late  charges,  in  accordance 
with  the  bylaws,  for  failure  of  members  to 
meet  promptly  their  obligations  to  the  Fed¬ 
eral  credit  union; 

“(11)  to  impress  and  enforce  a  lien  upon 
the  shares  and  dividends  of  any  member,  to 
the  extent  of  any  loan  made  to  him  and  any 
dues  or  charges  payable  by  him; 

“(12)  in  accordance  with  rules  and  regula¬ 
tions  prescribed  by  the  Director,  to  sell  to 
members  negotiable  checks  (including  trav¬ 
elers  checks)  and  money  orders,  and  to  cash 
checks  and  money  orders  for  members,  for 
a  fee  which  does  not  exceed  the  direct  and 
indirect  costs  incident  to  providing  such 
service;  and 

“(13)  to  exercise  such  incidental  powers 
as  shall  be  necessary  or  requisite  to  enable 
it  to  carry  on  effectively  the  business  for 
which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organiza¬ 
tion  of  Federal  credit  unions  the  Director 
shall  from  time  to  time  cause  to  be  pre¬ 
pared  a  form  of  organization  certificate  and  a 
form  of  bylaws,  consistent  with  this  Act, 
which  shall  be  used  by  Federal  credit  union 
incorporators,  and  shall  be  supplied  to  them 
on  request.  At  the  time  of  presenting  the 
organization  certificate  the  incorporators 
shall  also  submit  proposed  bylaws  to  the 
Director  for  his  approval. 

“MEMBERSHIP 

“Sec.  10.  Federal  credit  union  member¬ 
ship  shall  consist  of  the  incorporators  and 
such  other  persons  and  incorporated  and 
xinincorporated  organizations,  to  the  extent 


permitted  by  rules  and  regulations  pre¬ 
scribed  by  the  Director,  as  may  be  elected 
to  membership  and  as  such  shall  each,  sub¬ 
scribe  to  at  least  one  share  of  its  stock  and 
pay  the  initial  installment  thereon  and  the 
entrance  fee;  except  that  Federal  credit 
union  membership  shall  be  limited  to  groups 
having  a  common  bond  of  occupation  or 
association,  or  to  groups  within  a  well-de¬ 
fined  neighborhood,  community,  or  rural 
district.  Shares  may  be  issued  in  joint 
tenancy  with  right  of  survivorship  with  any 
persons  designated  by  the  credit  union  mem¬ 
ber,  but  no  joint  tenant  shall  be  permitted 
to  vote,  obtain  loans,  or  hold  office,  unless 
he  is  within  the  field  of  membership  and  is 
a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal 
credit  unions  shall  end  December  31.  The 
annual  meeting  of  each  Federal  credit  union 
ghall  be  held  at  such  time  during  the  month 
of  the  following  January  and  at  such  place 
as  its  bylaws  shall  prescribe.  Special  meet¬ 
ings  may  be  held  in  the  manner  indicated 
in  the  bylaws.  No  member  shall  be  entitled 
to  vote  by  proxy,  but  a  member  other  than 
a  natural  person  may  vote  through  an  agent 
designated  for  the  purpose.  Irrespective  of 
the  number  of  shares  held  by  him,  no  mem¬ 
ber  shall  have  more  than  one  vote. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal 
credit  union  shall  be  managed  by  a  board 
of  not  less  than  five  directors,  and  a  credit 
committee  of  not  less  than  three  members, 
all  to  be  elected  at  the  annual  members’ 
meeting  by  and  from  the  members,  and  by  a 
supervisory  committee  of  three  members, 
one  of  whom  may  be  a  director  other  than 
the  treasurer,  to  be  appointed  by  the  board. 
Any  vacancy  occurring  in  the  supervisory 
committee  shall  be  filled  in  the  same  manner 
as  original  appointments  to  such  commit¬ 
tee.  All  members  of  the  board  and  of  such 
committees  shall  hold  office  for  such  terms, 
respectively,  as  the  bylaws  may  provide.  A 
record  of  the  names  and  addresses  of  the 
members  of  the  board  and  such  committees 
and  of  the  officers  of  the  credit  union  shall 
be  filed  with  the  Bureau  within  ten  days 
after  their  election  or  appointment.  No 
member  of  the  board  or  of  either  such  com¬ 
mittees  shall,  as  such,  be  compensated. 
“officers 

“Sec.  13.  At  their  first  meeting  after  the 
annual  meeting  of  the  members,  the  direc¬ 
tors  shall  elect  from  their  number  a  presi¬ 
dent,  one  or  more  vice  presidents,  a  secre¬ 
tary,  and  a '  treasurer,  who  shall  be  the  ex¬ 
ecutive  officers  of  the  corporation.  No  execu¬ 
tive  officer,  except  the  treasurer,  shall  be 
compensated  as  such.  The  offices  of  secre¬ 
tary  and  treasurer  may  be  held  by  the  same 
person.  The  duties  of  the  officers  shall  be 
as  determined  by  the  bylaws,  except  that 
the  treasurer  shall  be  the  general  manager 
of  the  corporation.  Before  the  treasurer 
shall  enter  upon  his  duties  he  shall  give 
bond  with  good  and  sufficient  surety,  in  an 
amount  and  character  to  be  determined  by 
the  board  of  directors  in  compliance  with 
regulations  prescribed  from  time  to  time  by 
the  Director,  conditioned  upon  the  faithful 
performance  of  his  trust. 

"directors 

"Sec.  14.  The  board  of  directors  shall  meet 
at  least  once  a  month  and  shall  have  the 
general  direction  and  control  of  the  affairs 
of  the  corporation.  Minutes  of  all  such 
meetings  shall  be  kept.  Among  other  things 
they  shall  act  upon  applications  for  mem¬ 
bership;  require  any  officer  or  employee  hav¬ 
ing  custody  of  or  handling  funds  to  give 
bond  with  good  and  sufficient  surety  in  an 
amount  and  character  to  be  determined  by 
the  board  of  directors  in  compliance  with 
regulations  prescribed  from  time  to  time  by 
the  Director,  and  authorize  the  payment  of 


the  premium  or  premiums  therefor  from  the 
funds  of  the  Federal  credit  union;  fill  vacan¬ 
cies  in  the  board  and  in  the  credit  committee 
until  successors  elected  at  the  next  annual 
meeting  have  qualified;  have  charge  of  in¬ 
vestments  other  than  loans  to  members;  de¬ 
termine  from  time  to  time  the  maximum 
number  of  shares  that  may  be  held  by  an 
individual;  subject  to  the  limitations  of  this 
Act,  determine  the  interest  rates  on  loans 
and  the  maximum  amount  which  may  be 
loaned  with  or  without  security  to  any  mem¬ 
ber;  subject  to  such  regulation^  as  may  be 
issued  by  the  Director,  authorize  an  interest 
refund  to  members  of  record  at  the  close  of 
business  on  December  31  in  proportion  to 
the  interest  paid  by  them  during  that  year; 
and  provide  for  compensation  of  necessary 
clerical  and  auditing  assistance  requested  by 
the  supervisory  committee,  and  of  loan  offi¬ 
cers  appointed  by  the  credit  committee.  The 
board  may  appoint  an  executive  committee 
of  not  less  than  three  directors  to  act  for  it 
in  the  purchase  and  sale  of  securities  or  the 
making  of  loans  to  other  credit  unions,  or 
both.  Such  executive  committee  or  a  mem¬ 
bership  officer  appointed  by  the  board  from 
among  the  members  of  the  credit  union, 
other  than  the  treasurer,  an  assistant  treas¬ 
urer,  or  a  loan  officer,  may  be  authorized  by 
the  board  to  approve  applications  for  mem¬ 
bership  under  such  conditions  as  the  board 
may  prescribe;  except  that  such  committee 
or  membership  officer  so  authorized  shall 
submit  to  the  board  at  each  monthly  meet¬ 
ing  a  list  of  approved  or  pending  applica¬ 
tions  for  membership  received  since  the  pre¬ 
vious  monthly  meeting,  together  with  such 
other  related  information  as  the  bylaws  or 
the  board  may  require. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold 
such  meetings  as  the  business  of  the  Federal 
credit  union  may  require  and  not  less  fre¬ 
quently  than  once  a  month  to  consider  ap¬ 
plications  for  loans.  Reasonable  notice  of 
such  meetings  shall  be  given  to  all  members 
of  the  committee.  No  loan  shall  be  made 
unless  it  is  approved  by  a  majority  of  the 
entire  committee  and  by  all  members  of  the 
committee  who  are  present  at  the  meeting 
at  which  the  application  is  considered;  ex¬ 
cept  that  the  credit  committee  may  appoint 
one  or  more  loan  officers,  and  delegate  to 
him  or  them  the  power  to  approve  loans 
up  to  the  unsecured  limit,  or  in  excess  of 
such  limit  if  such  excess  is  fully  secured  by 
unpledged  shares.  Each  loan  officer  shall 
furnish  to  the  credit  committee  a  record  of 
each  loan  approved  or  not  approved  by  him 
within  seven  days  of  the  date  of  the  filing 
of  the  application  therefor.  All  loans  not 
approved  by  a  loan  officer  shall  be  acted 
upon  by  the  credit  committee.  No  individ¬ 
ual  shall  have  authority  to  disburse  funds 
of  the  Federal  credit  union  for  any  loan 
which  has  been  approved  by  him  in  his 
capacity  as  a  loan  officer.  Not  more  than 
one  member  of  the  credit  committee  may 
be  appointed  as  a  loan  officer.  Applications 
for  loans  shall  be  made  on  forms  prepared 
by  such  committee,  which  shall  set  forth  the 
purpose  for  which  the  loan  is  desired,  the 
security,  if  any,  and  such  other  data  as  may 
be  required.  No  loan  shall  be  made  to  any 
member  which  causes  such  member  to  be¬ 
come  indebted  to  the  Federal  credit  union 
in  an  aggregate  amount,  upon  loans  made 
to  such  member,  which  is  in  excess  of  $200 
or  10  per  centum  of  the  credit  union’s  paid- 
in  unimpaired  capital  and  surplus,  which¬ 
ever  is  greater,  or  in  excess  of  $1,000  unless 
such  excess  over  $1,000  is  adequately  secured. 
For  the  purposes  of  this  section  an  assign¬ 
ment  of  shares  or  the  endorsement  of  a  note 
shall  be  deemed  security. 

“supervisory  committee 

“Sec.  16.  The  supervisory  committee  shall 
make  or  cause  to  be  made,  at  least  quarterly, 
an  examination  of  the  affairs  of  the  Federal 
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credit  union,  including  an  audit  of  its  books; 
shall  make  or  cause  to  be  made  a  report  of 
its  quarterly  examination  to  the  board  of  di¬ 
rectors;  shall  make  or  cause  to  be  made  an 
annual  audit,  a  report  of  which  shall  be  sub¬ 
mitted  to  the  members  at  the  next  annual 
meeting  of  the  corporation;  may  suspend  by 
a  unanimous  vote  any  officer  of  the  corpora¬ 
tion  or  any  member  of  the  credit  commit¬ 
tee  or  of  the  board  of  directors,  until  the 
next  members’  meeting,  which  members’ 
meeting  shall  be  held  not  less  than  seven 
nor  more  than  fourteen  days  after  such  sus¬ 
pension  and  at  which  meeting  such  suspen¬ 
sion  shall  be  acted  upon  by  the  members; 
and  may  call  by  a  majority  vote  a  special 
meeting  of  the  shareholders  to  consider  any 
violation  of  this  Act,  the  charter,  or  the  by¬ 
laws,  or  any  practice  of  the  corporation 
deemed  by  the  supervisory  committee  to  be 
unsafe  or  unauthorized.  Any  member  of  the 
supervisory  committee  may  be  suspended  by 
the  board  of  directors.  The  members  shall 
decide,  at  a  meeting  held  not  less  than  seven 
nor  more  than  fourteen  days  after  any  such 
suspension,  whether  the  suspended  commit¬ 
tee  member  shall  be  removed  from  or  re¬ 
stored  to  the  supervisory  committee.  The 
supervisory  committee  shall  cause  the  pass¬ 
books  and  accounts  of  the  members  to  be 
verified  with  the  records  of  the  treasurer 
from  time  to  time,  and  not  less  frequently 
than  once  every  two  years.  As  used  in  this 
section,  the  term  ‘passbook’  shall  include  any 
book,  statement  of  account,  or  other  record 
approved  by  the  Director  for  use  by  Federal 
credit  unions. 

"reserves 

"Sec.  17.  All  entrance  fees  and  charges 
provided  by  the  bylaws  and  20  per  centum 
of  the  net  earnings  of  each  dividend  period, 
before  the  declaration  of  any  dividends,  shall 
be  set  aside  as  a  regular  reserve  against 
losses  on  bad  loans  and  such  other  losses  as 
may  be  specified  in  the  bylaws  in  accordance 
with  regulations  prescribed  under  this  Act: 
Provided,  however,  That  when  the  regular 
reserve  thus  established  shall  equal  10  per 
centum  of  the  total  amount  of  members’ 
shareholdings,  no  further  transfer  of  net 
earnings  to  such  regular  reserve  shall  be  re¬ 
quired  except  that  such,  amounts  not  in  ex¬ 
cess  of  20  per  centum  of  the  net  earnings  as 
may  be  needed  to  maintain  this  10  per  cen¬ 
tum  ratio  shall  continue  to  be  transferred. 
In  addition  to  such  regular  reserve,  special 
reserves  to  protect  the  interests  of  members 
shall  be  established  when  required  (1)  by 
regulation,  or  (2)  in  any  special  case,  when 
found  by  the  Director  to  be  necessary  for 
that  purpose. 

"dividends 

"Sec.  18.  Annually  or  semiannually,  as 
the  bylaws  may  provide,  and  after  provision 
for  the  required  reserves,  the  board  of  direc¬ 
tors  may  declare  a  dividend  to  be  paid  from 
the  remaining  net  earnings.  Such  dividend 
shall  be  paid  on  all  paid-up  shares  outstand¬ 
ing  at  the  end  of  the  period  for  which  the 
dividend  is  declared.  Shares  which  become 
fully  paid  up  during  such  dividend  period 
and  are  outstanding  at  the  close  of  the  period 
shall  be  entitled  to  a  proportional  part  of 
such  dividend.  Dividend  credit  for  a  month 
may  be  accrued  on  shares  which  are  or  be¬ 
come  fully  paid  up  during  the  first  five  days 
of  that  month. 

"expulsion  and  withdrawal 

"Sec.  19.  A  member  may  be  expelled  by  a 
two-thirds  vote  of  the  members  of  a  Federal 
credit  union  present  at  a  special  meeting 
called  for  the  purpose,  but  only  after  on  op¬ 
portunity  has  been  given  him  to  be  heard. 
Withdrawal  or  expulsion  of  a  member  shall 
not  operate  to  relieve  him  from  liability  to 
the  Federal  credit  union.  The  amount  to  be 
paid  a  withdrawing  or  expelled  member  by  a 
Federal  credit  union  shall  be  determined  and 
paid  in  the  manner  specified  in  the  bylaws. 


"minors 

“Sec.  20.  Shares  may  be  issued  in  the  name 
of  a  minor  or  in  trust,  subject  to  such  condi¬ 
tions  as  may  be  prescribed  by  the  bylaws. 
When  shares  are  issued  in  trust,  the  name  of 
the  beneficiary  shall  be  disclosed  to  the  Fed¬ 
eral  credit  union. 

“certain  powers  of  director 

“Sec.  21.  (a)  The  Director  may  prescribe 
rules  and  regulations  for  the  administration 
of  this  Act  (including,  but  not  by  way  of 
limitation,  the  merger,  consolidation,  and 
dissolution  of  corporations  organized  under 
this  Act) . 

“(b)  (1)  The  Director  may  suspend  or  re¬ 
voke  the  charter  of  any  Federal  credit  union, 
or  place  the  same  in  involuntary  liquidation 
and  appoint  a  liquidating  agent  therefor, 
upon  his  finding  that  the  organization  is 
bankrupt  or  insolvent,  or  has  violated  any 
of  the  provisions  of  its  charter,  its  bylaws, 
this  Act,  or  any  regulations  issued  there¬ 
under. 

“(2)  The  Director,  through  such  persons 
as  he  shall  designate,  may  examine  any  Fed¬ 
eral  credit  union  in  voluntary  liquidation 
and,  upon  his  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an 
orderly  or  efficient  manner  or  in  the  best 
interests  of  its  members,  may  terminate  such 
voluntary  liquidation  and  place  such  organi¬ 
zation  in  involuntary  liquidation  and  ap¬ 
point  a  liquidating  agent  therefore. 

“(3)  Such  liquidating  agent  shall  have 
power  and  authority,  subject  to  the  control 
and  supervision  of  the  Director  and  under 
such  rules  and  regulations  as  the  Director 
may  prescribe,  (A)  to  receive  and  take  pos¬ 
session  of  the  books,  records,  assets,  and 
property  of  every  description  of  the  Federal 
credit  union  in  liquidation,  to  sell,  enforce 
collection  of,  and  liquidate  all  such  assets 
and  property,  to  compound  all  bad  or  doubt¬ 
ful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  li¬ 
quidation,  and  defend  such  actions  as  may 
be  brought  against  him  as  liquidating  agent 
or  against  the  Federal  credit  union;  (B)  to 
receive,  examine,  and  pass  upon  all  claims 
against  the  Federal  credit  union  in  liquida¬ 
tion,  including  claims  of  members  on  shares; 
(C)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may 
appear;  and  (D)  to  execute  such  documents 
and  papers  and  to  do  such  other  acts,  and 
things  which  he  may  deem  necessary  or  de¬ 
sirable  to  discharge  his  duties  hereunder. 

“(4)  Subject  to  the  control  and  super¬ 
vision  of  the  Director  and  under  such  rules 
and  regulations  as  the  Director  may  pre¬ 
scribe,  the  liquidating  agent  of  a  Federal 
credit  union  in  involuntary  liquidation  shall 
(A)  cause  notice  to  be  given  to  creditors 
and  members  to  present  their  claims  and 
make  legal  proof  thereof,  which  notice 
shall  be  published  once  a  week  in  each  of 
three  successive  weeks  in  a  newspaper  of 
general  circulation  in  each  county  in  which 
the  Federal  credit  union  in  liquidation  main¬ 
tained  an  office  or  branch  for  the  trans¬ 
action  of  business  on  the  date  it  ceased  un¬ 
restricted  operations;  except  that  whenever 
the  aggregate  book  value  of  the  assets  and 
property  of  a  Federal  credit  union  in  in¬ 
voluntary  liquidation  is  less  than  $1,000, 
unless  the  Director  shall  find  that  its  books 
and  records  do  not  contain  a  true  and  ac¬ 
curate  record  of  its  liabilities,  he  shall  de¬ 
clare  such  Federal  credit  union  in  liquida¬ 
tion  to  be  a  ‘no  publication’  liquidation,  and 
publication  of  notice  to  creditors  and  mem¬ 
bers  shall  not  be  required  in  such  case;  (B) 
from  time  to  time  make  a  ratable  dividend 
on  all  such  claims  as  may  have  been  proved 
to  his  satisfaction  or  adjudicated  in  a  court 
of  competent  Jurisdiction  and,  after  the  as¬ 
sets  of  such  organization  have  been  liqui¬ 
dated,  make  further  dividends  on  all  claims 
previously  proved  or  adjudicated,  and  he  may 
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accept  in  lieu  of  a  formal  proof  of  claim  on 
behalf  of  any  creditor  or  member  the  state¬ 
ment  of  any  amount  due  to  such  creditor  or 
member  as  shown  on  the  books  and  records 
of  the  credit  union;  but  all  claims  not  filed 
before  payment  of  the  final  dividend  shall  be 
barred  and  claims  rejected  or  disallowed  by 
the  liquidating  agent  shall  be  likewise  barred 
unless  suit  be  instituted  thereon  within 
three  months  after  notice  of  rejection  or 
disallowance;  and  (C)  in  a  ‘no  publica¬ 
tion’  liquidation,  determine  from  all  sources 
available  to  him,  and  within  the  limits  of 
available  funds  of  the  Federal  credit  union, 
the  amounts  due  to  creditors  and  members, 
and  after  sixty  days  shall  have  elapsed  from 
the  date  of  his  appointment  distribute  the 
funds  of  the  Federal  credit  union  to  creditors 
and  members  ratably  and  as  their  interests 
may  appear. 

“(5)  Upon  certification  by  the  liquidating 
agent  in  the  case  of  an  involuntary  liquida¬ 
tion,  and  upon  such  proof  as  shall  be  satis¬ 
factory  to  the  Director  in  the  case  of  a  vol¬ 
untary  liquidation,  that  distribution  has 
been  made  and  that  liquidation  has  been 
completed,  as  provided  herein,  the  Director 
shall  cancel  the  charter  of  such  Federal  credit 
union;  but  the  corporate  existence  of  the 
Federal  credit  union  shall  continue  for  a 
period  of  three  years  from  the  date  of  such 
cancellation  of  its  charter,  during  which  pe¬ 
riod  the  liquidating  agent,  or  his  duly  ap¬ 
pointed  successor,  or  such  persons  as  the 
Director  shall  designate,  may  act  on  behalf 
of  the  Federal  credit  union  for  the  purpose  of 
paying,  satisfying,  and  discharging  any  ex¬ 
isting  liabilities  or  obligations,  collecting  and 
distributing  its  assets,  and  doing  all  other 
acts  required  to  adjust  and  wind  up  its  busi¬ 
ness  and  affairs,  and  it  may  sue  and  be  sued 
in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years 
from  the  date  of  cancellation  of  the  charter 
of  a  Federal  credit  union  the  Director  may, 
in  his  discretion,  destroy  any  or  all  books 
and  records  of  such  Federal  credit  union  in 
his  possession  or  under  his  control. 

“(d)  The  Director  is  authorized  and  em¬ 
powered  to  execute  any  and  all  functions  and 
perform  any  and  all  duties  vested  in  him 
hereby,  through  such  persons  as  he  shall 
designate  or  employ;  and  he  may  delegate 
to  any  person  or  persons,  including  any 
institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance 
and  discharge  of  any  authority,  power,  or 
function  vested  in  him  by  this  Act. 

“(e)  All  books  and  records  of  Federal 
credit  unions  shall  be  kept  and  reports  shall 
be  made  in  accordance  with  forms  approved 
by  the  Director. 

“(f)  The  Director  is  authorized  to  make 
investigations  and  to  conduct  researches  and 
studies  of  the  problems  of  persons  of  small 
means  in  obtaining  credit  at  reasonable  rates 
of  interest,  and  of  the  methods  and  benefits 
of  cooperative  saving  and  lending  among 
such  persons.  He  is  further  authorized  to 
make  reports  of  such  investigations  and  to 
publish  and  disseminate  the  same. 

“(g)  Any  Officer  or  employe  of  the  Bureau 
is  authorized,  when  designated  for  the  pur¬ 
pose  by  the  Director,  to  administer  oaths 
and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  with¬ 
in  the  jurisdiction  of  the  Bureau. 

“(h)  The  Director  is  authorized,  em¬ 
power,  and  directed  to  require  that  every 
person  appointed  or  elected  by  and  Federal 
credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or 
other  personal  property  owned  by  a  Federal 
credit  union,  or  in  its  custody  or  control 
as  collateral  or  otherwise,  give  bond  in  a 
corporate  surety  company  holding  a  certifi¬ 
cate  of  authority  from  the  Secretary  of  the 
Treasury  under  the  Act  approved  July  30. 
1947  (6  U.S.C.,  sec.  6-13),  as  an  acceptable 
surety  on  Federal  bonds.  Any  such  bond  or 
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bonds  shall  be  in  a  form  approved  by  the 
Director  with  a  view  to  providing  surety  cov¬ 
erage  to  the  Federal  credit  union  with  refer¬ 
ence  to  loss  by  reason  of  acts  of  fraud  or  dis¬ 
honesty  including  forgery,  theft,  embezzle¬ 
ment,  wrongful  abstraction,  or  misapplica¬ 
tion  on  the  part  of  the  person,  directly  or 
through  connivance  with  others,  and  such 
other  surety  coverages  as  the  Director  may 
determine  to  be  reasonably  appropriate  or  as 
elsewhere  required  by  this  Act.  Any  such 
bond  or  bonds  shall  be  in  such  an  amount 
in  relation  to  the  money  or  other  personal 
property  involved  or  in  relation  to  the  assets 
of  the  Federal  credit  union  as  the  Director 
may  from  time  to  time  prescribe  by  regula¬ 
tion  for  the  purpose  of  requiring  reasonable 
coverage.  In  lieu  of  individual  bonds  the 
Director  may  approve  the  use  of  a  form  of 
schedule  or  blanket  bond  which  covers  all 
of  the  officers  and  employees  of  a  Federal 
credit  union  whose  duties  include  the  re¬ 
ceipt,  payment,  or  custody  of  money  or  other 
personal  property  for  or  on  behalf  of  the 
Federal  credit  union.  The  Director  may  also 
approve  the  use  of  a  form  of  excess  coverage 
bond  whereby  a  Federal  credit  union  may 
obtain  an  amount  of  coverage  in  excess  of 
the  basic  surety  coverage. 

"fiscal  agents  and  depositories 

‘‘Sec.  22.  Each  Federal  credit  union  organ¬ 
ized  under  this  Act,  when  requested  by  the 
Secretary  of  the  Treasury;  shall  act  as  fiscal 
agent  of  the  United  States  and  shall  per¬ 
form  such  services  as  the  Secretary  of  the 
Treasury  may  require  in  connection  with 
the  collection  of  taxes  and  other  obligations 
due  the  United  States  and  the  lending,  bor¬ 
rowing,  and  repayment  of  money  by  the 
United  States,  including  the  issue,  sale,  re¬ 
demption,  or  repurchase  of  bonds,  notes, 
Treasury  certificates  of  indebtedness,  or  oth¬ 
er  obligations  of  the  United  States;  and  to 
facilitate  such  purposes  the  Director  shall 
furnish  to  the  Secretary  of  the  Treasury 
from  time  to  time  the  names  and  addresses 
of  all  Federal  credit  unions  with  such  other 
available  information  concerning  them  as 
may  be  requested  by  the  Secretary  of  the 
Treasury.  Any  Federal  credit  union  organ¬ 
ized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treas¬ 
ury,  shall  be  a  depository  of  public  money, 
except  receipts  from  customs,  under  such 
regulations  as  may  be  prescribed  by  the 
Secretary  of  the  Treasury. 

"taxation 

“Sec.  23.  The  Federal  credit  unions  or- 
I  ganized  hereunder,  their  property,  their 
franchises,  capital,  reserves,  surpluses,  and 
other  funds,  and  their  income  shall  be  ex¬ 
empt  from  all  taxation  now  or  hereafter 
imposed  by  the  United  States  or  by  any 
State,  Territorial,  or  local  taxing  authority; 
except  that  any  real  property  and  any  tangi¬ 
ble  personal  property  of  such  Federal  credit 
unions  shall  be  subject  to  Federal,  State, 
Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed. 
Nothing  herein  contained  shall  prevent 
holdings  in  any  Federal  credit  union  or¬ 
ganized  hereunder  from  being  included  in 
the  valuation  of  the  personal  property  of 
the  owners  or  holders  thereof  in  assessing 
taxes  imposed  by  authority  of  the  State  or 
political  subdivision  thereof  in  which  the 
Federal  credit  union  is  located;  but  the  duty 
or  burden  of  collecting  or  enforcing  the  pay¬ 
ment  of  such  a  tax  shall  not  be  imposed 
upon  any  such  Federal  credit  union  and 
the  tax  shall  not  exceed  the  rate  of  taxes 
imposed  upon  holdings  in  domestic  credit 
unions. 

“partial  invalidity;  right  to  amend 

“Sec.  24.  (a)  If  any  provision  of  this  Act, 
or  the  application  thereof  to  any  person  or 
circumstance,  is  held  Invalid,  the  remainder 
of  the  Act,  and  the  application  of  such  pro¬ 


vision  to  other  persons  or  circumstances, 
shall  not  be  affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal 
this  Act  or  any  part  thereof,  or  any  charter 
issued  pursuant  to  the  provisions  of  this 
Act,  is  expressly  reserved. 

“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit 
union  organized  under  State  law  or  by  any 
Federal  credit  union  organized  in  accordance 
with  the  terms  of  this  Act,  at  least  95  per 
centum  of  the  membership  of  which  is  com¬ 
posed  of  persons  who  either  are  presently 
Federal  employees  or  were  Federal  employees 
at  the  time  of  admission  into  the  credit 
union,  and  members  of  their  families,  which 
application  shall  be  addressed  to  the  officer 
or  agency  of  the  United  States  charged  with 
the  allotment  of  space  in  the  Federal  build¬ 
ings  in  the  community  or  district  in  which 
such  credit  union  does  business,  such  of¬ 
ficer  or  agency  may  in  his  or  its  discretion 
allot  space  to  such  credit  union  if  space  is 
available  without  charge  for  rent  or  services. 
“conversion  from  federal  to  state  credit 

UNION  AND  FROM  STATE  TO  FEDERAL  CREDIT 

UNION 

“Sec.  26.  (a)  A  Federal  credit  union  may 
be  converted  into  a  State  credit  union  under 
the  laws  of  any  State,  the  District  of  Colum¬ 
bia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal 
Zone,  or  the  Commonwealth  of  Puerto  Rico, 
by  complying  with  the  following  require¬ 
ments  : 

“(1)  The’ proposition  for  such  conversion 
shall  first  be  approved,  and  a  date  set  for 
a  vote  thereon  by  the  members  (either  at  a 
meeting  to  be  held  on  such  date  or  by  writ¬ 
ten  ballot  to  be  filed  on  or  before  such 
date),  by  a  majority  of  the  directors  of  the 
Federal  credit  union.  Written  notice  of  the 
proposition  and  of  the  date  set  for  the  vote 
shall  then  be  delivered  in  person  to  each 
member,  or  mailed  to  each  member  at  the 
address  for  such  member  appearing  on  the 
records  of  the  credit  union,  not  more  than 
thirty  nor  less  than  seven  days  prior  to  such 
date.  Approval  of  the  proposition  for  con¬ 
version  shall  be  by  the  affirmative  vote  of  a 
majority  of  the  members,  in  person  or  in 
writing. 

“(2)  A  statement  of  the  results  of  the  vote, 
verified  by  the  affidavits  of  the  president  or 
vice  president  and  the  secretary,  shall  be 
filed  with  the  Bureau  within  ten  days  after 
the  vote  is  taken. 

“(3)  Promptly  after  the  vote  is  taken  and 
in  no  event  later  than  ninety  days  there¬ 
after,  if  the  proposition  for  conversion  was 
approved  by  such  vote,  the  credit  union  shall 
take  such  action  as  may  be  necessary  under 
the  applicable  State  law  to  make  it  a  State 
credit  union,  and  within  ten  days  after  re¬ 
ceipt  of  the  State  credit  union  charter  there 
shall  be  filed  with  the  Bureau  a  copy  of  the 
charter  thus  issued.  Upon  such  filing  the 
credit  union  shall  cease  to  be  a  Federal  credit 
union. 

"(4)  Upon  ceasing  to  be  a  Federal  credit 
union,  such  credit  union  shall  no  longer  be 
subject  to  any  of  the  provisions  of  this  Act. 
The  successor  State  credit  union  shall  be 
vested  with  all  of  the  assets  and  shall  con¬ 
tinue  responsible  for  all  of  the  obligations  of 
the  Federal  credit  union  to  the  same  extent 
as  though  the  conversion  had  not  taken 
place. 

“(b)  (1)  A  State  credit  union,  organized 
under  the  laws  of  any  State,  the  District  of 
Columbia,  the  several  Territories  and  posses¬ 
sions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto 
Rico,  may  be  converted  into  a  Federal  credit 
union  by  (A)  complying  with  all  State  re¬ 
quirements  requisite  to  enabling  it  to  con¬ 
vert  to  a  Federal  credit  union  or  to  cease 
being  a  State  credit  union,  (B)  filing  with 
the  Bureau  proof  of  such  compliance,  satis¬ 


13503 

factory  to  the  Director,  and  (C)  filing  with 
the  Bureau  an  organization  certificate  as 
required  by  this  Act. 

“(2)  When  the  Director  has  been  satisfied 
that  all  of  such  requirements,  and  all  other 
requirements  of  this  Act,  have  been  complied 
with,  the  Director  shall  approve  the  organi¬ 
zation  certificate.  Upon  such  approval,  the 
State  credit  union  shall  become  a  Federal 
credit  union  as  of  the  date  it  ceases  to  be  a 
State  credit  union.  The  Federal  credit 
union  shall  be  vested  with  all  of  the  assets 
and  shall  continue  responsible  for  all  of  the 
obligations  of  the  State  credit  union  to  the 
same  etxent  as  though  the  conversion  had 
not  taken  place. 

“TERRITORIAL  APPLICABILITY  OF  ACT 

“Sec.  27.  The  provisions  of  this  Act  shall 
apply  to  the  several  States,  the  District  of 
Columbia,  the  several  Territories  and  pos¬ 
sessions  of  the  United  States,  the  Panama 
Canal  Zone,  and  the  Commonwealth  of 
Puerto  Rico.’’ 

Sec.  2.  Section  2113(g)  of  title  18  of  the 
United  States  Code  is  amended  by  inserting 
before  the  period  at  the  end  thereof  “,  and 
any  ‘Federal  credit  union’  as  defined  in  sec¬ 
tion  2  of  the  Federal  Credit  Union  Act’’. 

Sec.  3.  The  Director  of  the  Bureau  of  Fed¬ 
eral  Credit  Unions  shall  submit  to  the  Con¬ 
gress  on  or  before  January  15,  1960,  a  draft 
of  legislation  providing  for  federally  chart¬ 
ered  central  credit  unions. 

Mr.  SPENCE  (interrupting  the  read¬ 
ing  of  the  bill).  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  bill  be  con¬ 
sidered  as  read  and  open  to  amendment 
at  any  point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

Mr.  JOHNSON  of  Colorado.  Mr. 
Chairman,  I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Johnson  of 
Colorado:  On  page  2,  line  3,  strike  out  the 
semicolon  and  insert  a  comma  and  the  fol¬ 
lowing:  “and  includes  a  cooperative  associa¬ 
tion  (hereinafter  called  a  ‘Federal  central 
credit  union’)  whose  members  are  Federal 
credit  unions  and  credit  unions  organized 
in  accordance  with  the  provisions  of  law  of 
any  State,  the  District  of  Columbia,  the  sev¬ 
eral  Territories  and  possessions  of  the  United 
States,  the  Panama  Canal  Zone,  or  the  Com¬ 
monwealth  of  Puerto  Rico,  and  located  with¬ 
in  a  well-defined  geographical  area,  and 
whose  members  may  also  be  directors  and 
members  of  the  supervisory  and  credit  com¬ 
mittees  of  such  credit  unions;”. 

Page  2,  line  16,  strike  “natural”. 

Page  8,  line  13,  after  the  word  “surplus” 
insert  the  following:  ”,  but  this  limitation 
shall  not  apply  to  loans  by  Federal  central 
credit  unions”. 

Page  8,  line  13,  strike  out  the  first  “or”; 
and  in  line  15,  after  the  semicolon  insert  the 
following:  “or  (E)  in  shares  of  Federal  cen¬ 
tral  credit  unions,  in  a  total  amount  not 
exceeding  25  per  centum  of  its  paid-in  and 
unimpaired  capital  and  surplus.  Payments 
to,  and  withdrawals  from,  such  central  credit 
unions  by  a  Federal  credit  union  must  be 
specifically  authorized  by  the  board  of  di¬ 
rectors  of  such  Federal  credit  union;”. 

Page  10,  line  10,  after  the  word  “that” 
insert  the  following:  “,  other  than  as  pro¬ 
vided  in  section  2(1)  with  respect  to  Fed¬ 
eral  central  credit  unions,”. 

Page  10,  line  14,  after  the  period  insert 
the  following:  “A  Federal  credit  union  may, 
by  authorization  of  its  board  of  directors, 
become  a  subscriber  to,  or  organizer  or 
member  of,  a  Federal  central  credit  union  or 
other  central  credit  union.” 
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Page  11,  line  4,  after  the  period  insert  the 
following:  “Federal  credit  unions  having 
membership  in  a  central  credit  union  may 
be  represented  at  annual  or  special  meetings 
of  the  central  credit  union  by  one  member 
duly  authorized  by  the  board  of  directors  of 
the  member  Federal  credit  union.  To  the 
extent  permitted  by  the  articles  or  certificate 
of  incorporation  or  bylaws  of  the  central 
credit  union,  such  representative  shall  have 
one  vote  and  shall  be  eligible  for  office  in  the 
central  credit  union  the  same  as  though  he 
were  a  member  as  an  individual  of  such 
credit  union.” 

Page  11,  line  10,  after  the  word  “members” 
insert  the  following:  “(which,  in  the  case 
of  Federal  central  credit  unions,  shall  be 
deemed  to  include  the  duly  authorized  rep¬ 
resentatives  of  the  member  credit  unions) 

Page  15,  line  8,  after  the  word  “or”  add  the 
following:  “,  except  in  the  case  of  a  loan 
by  a  Federal  central  credit  union  to  a  mem¬ 
ber  credit  union,”. 

Page  30,  line  5,  after  the  comma,  strike 
out  "a  draft  of  legislation  providing  for” 
and  insert  “his  recommendations  for  any 
further  legislation  with  respect  to”. 

Mr.  McGOVERN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  JOHNSON  of  Colorado.  I  yield  to 
the  gentleman. 

Mr.  McGOVERN.  Mr.  Chairman,  I 
strongly  support  this  legislation  before 
us,  and  I  ask  unanimous  consent  to  ex¬ 
tend  my  remarks  in  the  Record  immedi¬ 
ately  following  the  remarks  of  the  gen¬ 
tleman  from  Montana  [Mr.  Anderson!. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  JOHNSON  of  Colorado.  Mr. 
Chairman,  I  have  already  indicated  the 
parliamentary  history  of  these  amend¬ 
ments.  I  speak  on  behalf  of  those  mem¬ 
bers  of  the  Subcommittee  No.  3  and 
those  additional  members  of  the  full 
committee  who  believe  that  the  bill  as. 
reported  by  the  subcommittee  should 
have  been  reported  by  the  full  commit¬ 
tee;  that  is  to  say,  these  amendments 
ought  not  to  have  been  taken  out. 

The  essence  of  these  amendments  is 
simply  to  restore  on  the  floor  certain  lan¬ 
guage  which  was  taken  out  by  a  similar 
en  bloc  amendment  in  the  committee. 

However,  I  wish  to  add  that  with  re¬ 
spect  to  the  one  technical  point  which 
has  been  raised  by  Mr.  Gannon  in  his 
testimony  before  the  subcommittee, 
starting  at  page  123,  the  amendment  has 
been  perfected  to  the  extent  that  it  meets 
the  specific  technical  objection  that  was 
raised.  However,  the  full  committee  did 
also  add  section  3  to  the  bill,  which  was 
not  in  the  bill  as  reported  by  the  subcom¬ 
mittee,  directing  the  Director  of  the  Bu¬ 
reau  of  the  Federal  Credit  Unions  to  sub¬ 
mit  to  the  Congress  a  draft  of  legisla¬ 
tion  providing  for  federally  chartered 
central  credit  unions.  The  language  of 
my  amendment  would  simply  say  that  he 
“shall  submit  his  recommendations  for 
any  further  legislation  with  respect 
to  federally  chartered  central  credit 
unions.”  This  is  simply  to  say  that  in 
the  event  there  may  be  some  further 
feature  which  comes  to  his  attention  at  a 
very  early  stage  in  the  game,  while  these 
central  credit  unions  are  still  being 
chartered,  we  would  gladly  receive  from 
him  any  further  recommendations. 

The  Federal  central  credit  unions 
would  operate  much  the  same  as  any 


member  credit  unions.  Indeed,  the  first 
amendment  defines  Federal  credit  unions 
to  include  not  only  the  usual  credit 
unions,  but  also  a  central  credit  union. 

I  call  attention  again  to  the  full  text 
of  the  amendments  now  at  your  seats, 
and  to  be  found  at  page  A6569  of  yester¬ 
day’s  Record. 

The  committee  originally  considered  a 
bill  which  included  a  series  of  some  18 
technical  amendments  to  the  Federal 
Credit  Union  Act.  There  was  an  alter¬ 
nate  proposal  submitted  by  the  gentle¬ 
man  from  New  York  [Mr.  Mtjlter], 
which  was  a  complete  recodification  of 
the  Federal  Credit  Union  Acts,  so  that 
you  would  have  in  one  place  the  entire 
act. 

The  bill  reported  by  the  committee, 
H.R.  8305,  is,  in  fact,  a  complete  restate¬ 
ment  of  the  Federal  credit  union  law. 
Most  of  the  30  pages  now  in  your  hands 
represent  existing  law,  with  the  excep¬ 
tion  of  some  18  technical  amendments 
which  have  been  agreed  upon  both  by 
the  subcommittee  and  by  the  full  com¬ 
mittee.  But  the  whole  purpose  of  a  re¬ 
codification  was  vitiated  by  the  action  of 
the  full  committee  in  making  a  series  of 
amendments  en  bloc,  taking  out  all  lan¬ 
guage  with  respect  to  Federal  central 
credit  unions  and  then  saying  in  effect, 
“We  will  tome  back  next  year  and  re¬ 
consider  it,”  because  we  will  again  be 
in  the  position  of  having  to  pass  a  30- 
page  bill  to  get  all  the  Federal  credit 
union  law  in  one  place. 

It  seems  to  me  far  more  reasonable  to 
take  the  action  of  the  subcommittee 
which  carefully  considered  the  measure 
line  by  line,  item  by  item,  and  which 
heard  the  testimony,  and  put  the  whole 
thing  in  a  shape  so  that  you  have  at  least 
a  good  basic  law. 

Mr.  YOUNGER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  JOHNSON  of  Colorado.  I  yield. 

Mr.  YOUNGER.  The  gentleman’s 
purpose  is  to  permit  credit  unions  to 
invest  in  each  other? 

Mr.  JOHNSON  of  Colorado.  No;  it  is 
for  member  credit  unions  to  create  a 
central  credit  union  just  as  the  State 
credit  unions  now  do,  as  the  report  shows. 
This  simply  gives  Federal  credit  unions 
the  same  rights  to  create  a  pooled  fund 
both  for  officers  and  for  the  unions 
themselves,  as  State  credit  unions  now 
have. 

Mr.  YOUNGER.  The  minority  report 
says  that  you  want  to  permit  credit 
unions  to  invest  in  other  credit  unions. 
If  the  gentleman  will  go  back  to  the  his¬ 
tory  of  this,  with  which  he  is  probably 
familiar,  that  was  one  of  the  most  vicious 
things  that  occurred  in  the  history  of 
savings  and  loan  institutions.  It  brought 
about  the  failure  of  savings  and  loan, 
and  froze  them  at  the  beginning  of  the 
depression.  That  is  why,  in  the  creation 
of  Federal  savings  and  loans  they  were 
prohibited  from  investing  in  each  other 
and  thus  freezing  their  capital. 

Mr.  JOHNSON  of  Colorado.  There  is 
one  significant  distinction.  The  amend¬ 
ment  on  page  8  says  that  they  shall  be 
permitted  to  invest  in  shares  of  Federal 
central  credit  unions.  Incidentally, 
there  are  no  minority  views  in  the  report. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Colorado  has  expired. 
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(Mr.  JOHNSON  of  Colorado  asked 
and  -was  given  permission  to  proceed  for 
1  additional  minute.) 

Mr.  JOHNSON  of  Colorado.  The 
amendment  does  not  permit  credit 
union  A  to  invest  in  creedit  union  B.  It 
permits  A  and  B  to  form  a  central 
credit  union  in  which  both  may  invest 
and  from  which  both  may  borrow.  We 
have  many  years  of  successful  expe¬ 
rience  with  precisely  this  technique  at 
the  State  central  credit  union  level. 
This  merely  duplicates  that. 

Mr.  YOUNGER.  If  you  want  to  do 
that  at  the  Federal  level,  why  not  bring 
in  a  bill  creating  a  Federal  bank,  the 
same  as  we  have  in  the  savings  and 
loan  and  make  it  an  institution? 

Mr.  JOHNSON  of  Colorado.  We  would 
rather  let  these  people  run  their  own  af¬ 
fairs  than  create  a  new  Federal  bureau, 
frankly. 

Mr.  YOUNGER.  That  is  the  diffi¬ 
culty.  The  first  thing  you  know,  you 
will  have  them  out  there  without  any  su¬ 
pervision  and  they  will  probably  get  into 
the  same  difficulty  that  the  savings  and 
loan  got  into  in  the  early  part  of  the 
depression. 

Mr.  JOHNSON  of  Colorado.  On  the 
contrary,  I  think  Mr.  Gannon  does  a 
very  fine  job  and  the  States  are  doing 
a  fine  job.  I  have  no  fear  that  the  Fed¬ 
eral  central  credit  union  will  be  any 
different  or  any  less  successful  than  we 
have  seen  in  the  fine  success  of  the  State 
central  credit  unions. 

Mr.  MCDONOUGH.  Mr.  Chairman,  I 
move  to  strike  out  the  last  word,  and 
rise  in  opposition  to  the  amendment,  not 
that  I  can  say  the  idea  is  not  good,  but 
this  is  not  the  place  to  do  it,  here  and 
now.  We  have  a  good  bill  that  the  com¬ 
mittee  has  given  consideration  to  and 
on  which  people  from  various  parts  of 
the  Nation  gave  their  testimony.  As  to 
the  substantive  material  in  this  bill,  I 
would  say  that  it  was  almost  unani¬ 
mously  agreed  to  by  the  credit  unions 
across  the  country.  The  proposal  of  the 
gentleman  from  Colorado,  in  my  opin¬ 
ion,  is  a  matter  that  should  be  the  sub¬ 
ject  of  a  subsequent  study  for  this  com¬ 
mittee  to  go  into  in  great  detail.  Testi¬ 
mony  on  that  particular  point  should 
be  considered  because  it  is  a  revolution¬ 
ary  move  in  the  Federal  credit  union 
movement.  Although  it  has  been  prac¬ 
ticed  in  the  States,  it  may  bring  about 
an  enmity  to  the  credit  unions  in  the 
economic  circles  of  this  country,  an  en¬ 
mity  that  they  do  not  now  have  because 
it  would  be  setting  up  a  central  credit 
union  banking  system,  in  plain  English. 
It  is  something,  I  think,  even  the  chair¬ 
man  of  the  committee,  in  his  opening 
statement,  did  not  refer  to.  But,  on  the 
contrary,  he  stated  he  believed  the  bill, 
as  written,  should  be  passed.  I  would 
like  to  see  this  bill  passed.  I  would  like 
to  see  it  passed  as  written.  I  think  there 
is  practically  no  opposition  to  it  in  the 
House.  The  questions  and  controversies 
brought  into  this  bill  by  this  amendment 
just  muddies  up  the  waters  a  little  bit, 
and,  in  my  opinion,  although  the  idea 
after  exhaustive  research  and  study 
may  turn  out  to  be  a  good  idea,  it  is  not 
a  question,  in  my  opinion,  that  should 
be  resolved  at  this  time  in  the  short  time 
we  have  to  debate  this  bill  especially  in 
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view  of  the  lack  of  information  that  the 
average  Member  of  the  House  may  have 
as  to  the  effect  that  this  amendment 
would  have  on  the  Federal  credit  unions 
through  the  country. 

Therefore,  Mr.  Chairman, .  I  urge  a 
“no”  vote  on  the  amendment  and  that 
we  proceed  with  the  further  considera¬ 
tion  of  the  bill. 

Mr.  CLEM  MILLER.  Mr.  Chairman,  I 
move  to  strike  out  the  last  word. 

(Mr.  CLEM  MILLER  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  CLEM  MILLER.  Mr.  Chairman, 
this  very  worthy  amendment  has  been 
the  victim  of  a  slogan.  After  your  sub¬ 
committee  did  hear  and  did  consider  this 
matter  at  great  length  in  the  hearings 
and  did  look  into  it  exhaustively,  as  you 
would  have  us  do  again,  the  full  com¬ 
mittee  then  rejected  the  subcommittee’s 
recommendation  on  the  basis  of  a  slogan 
and  on  the  basis  of  a  slogan  alone.  This 
slogan  is  “Self-dealing.”  Now,  what  is 
actually  the  fact?  The  facts  are  that 
no  one  can  deal  with  himself  as  an  officer 
of  the  central  credit  union  any  more 
than  an  officer  of  a  local  credit  union 
can  deal  with  himself.  The  local  credit 
unions  have  an  inspiring  and  unim¬ 
peachable  record  of  fair  dealing,  not  of 
self-dealing.  This  is  a  fact.  The  fact  is 
that  exactly  the  same  restrictions  apply 
to  the  central  credit  union  officers  as 
apply  to  the  local  credit  union  officers, 
lire  central  credit  unions  were  shown 
by  the  subcommittee  to  be  an  impor¬ 
tant,  necessary  and  reasonable  addition 
to  the  credit  union  structure.  Only  one 
witness  spoke  in  opposition  to  the  cen¬ 
tral  credit  union,  and  this  was  Mr.  Gan¬ 
non.  We  satisfied  the  objection  that  he 
had. 

The  central  credit  union  amendment 
has  the  unanimous  and  wholehearted 
support  of  the  Credit  Union  Association. 
Everyone  praises  the  credit  union  struc¬ 
ture  as  a  model  of  thrift,  careful  dealing 
and  so  on.  They  were  consulted  and 
they  are  deeply  involved  in  the  framing 
of  this  bill.  Since  they  are  so  univer¬ 
sally  admired  and  reliable,  is  it  not  fair 
to  suggest  that  their  advice  as  to  central 
credit  unions  should  also  be  accepted? 

Much  was  made  in  the  discussion  in 
the  full  committee  about  the  subject  of 
guidelines.  Guidelines  are  the  regula¬ 
tions  for  central  credit  union  officers  as 
well  as  local  credit  union  officers.  Much 
was  made  that  these  guidelines  were 
some  indefinite,  vague  thing.  I  made  a 
list  of  all  the  restrictions  on  the  officers 
of  central  credit  unions  which  I  am  at¬ 
taching  to  my  statement  here.  They 
are  the  same  as  for  local  credit  union 
officers.  They  take  up  10  sections  in 
this  bill.  Ten  pages  of  bill  are  given 
up  to  the  regulation  of  the  officers  of 
these  credit  unions.  For  anyone  to  say 
that  these  officers  are  not  subject  to 
careful  regulation  and  restriction  simply 
does  not  jibe  with  the  facts  which  were 
developed  in  our  subcommittee.  There 
are  guidelines  aplenty,  and  the  guide¬ 
lines  are  sufficient  for  local  credit  unions, 
they  are  likewise  sufficient  for  Federal 
central  credit  unions ;  they  are  the  same. 

I  would  say  to  you  that  failure  to 
enact  this  amendment  subjects  credit 


unions  and  their  officers  to  needless 
trouble  and  redtape.  In  those  States 
where  they  must  seek  credit  from  other 
credit  unions  they  must  do  so  on  an  in¬ 
dividual  basis,  taking  up  endless  hours. 
Under  these  circumstances  it  seems  to 
me  that  those  really  sympathetic  with 
credit  unions  will  favor  this  amendment. 
The  strong  case  that  can  be  made  for 
this  amendment,  and  the  absence  of  any 
case  on  the  other  side  means  that  this 
amendment  is  the  test  of  those  who  are 
really  friendly  to  the  credit  unions. 
Failure  to  vote  for  this  amendment  is 
going  to  be  a  real  indication  of  your 
genuine  sympathy  for  credit  unions  be¬ 
cause  it  has  the  unanimous  endorsement 
of  the  credit  union  movement  and  the 
credit  union  association. 

I  challenge,  and  I  will  yield  my  time 
to  anyone  who  can  spell  out  in  chapter 
and  verse  just  what  there  is  in  this  pro¬ 
posal  that  is  self-dealing  or  fails  to  make 
guidelines  adequate.  To  anyone  who 
can  do  so  I  will  yield. 

Mr.  BASS  of  New  Hampshire.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  CLEM  MILLER.  I  yield  to  the 
gentleman  from  New  Hampshire. 

Mr.  BASS  of  New  Hampshire.  I  would 
like  to  ask  this  question:  Under  this 
amendment  would  it  not  be  possible  for 
seven  directors  and  members  of  a  local 
Federal  credit  union  to  foim  a  central 
Federal  credit  union?  Is  not  that  cor¬ 
rect? 

Mr.  CLEM  MILLER.  Yes. 

Mr.  BASS  of  New  Hampshire.  And 
would  it  not  be  quite  likely  that  those 
same  members  would  also  be  part  of  the 
management  of  the  Federal  central 
credit  union? 

Mr.  CLEM  MILLER.  They  would,  but 
they  would  not  be  able  to  make  any  loans 
to  themselves.  They  would  make  loans 
to  the  local  credit  unions  which  would 
be  subject  as  a  borrower  to  the  same  re¬ 
strictions  that  apply  to  a  local  credit 
union.  So  it  is  not  self-dealing.  It  is 
dealing  with  the  members  of  his  own 
local  credit  union. 

Mr.  BASS  of  New  Hampshire.  The 
gentleman  misses  the  point.  Would  it 
not  be  possible  for  these  seven  members 
to  negotiate  loans  or  to  manipulate  loans 
between  the  two  credit  unions  from  the 
central  to  the  local  and  from  the  local 
to  the  central? 

Mr.  CLEM  MILLER.  We  object  to  the 
use  of  that  word  “manipulate.”  That 
is  a  difficulty  we  had  throughout  with 
this  bill.  I  do  not  like  the  word  “ma¬ 
nipulate.”  Possibly  such  an  arrange¬ 
ment  could  be  made,  but  it  is  not  fair  to 
use  the  word  “manipulate.”  That  is  a 
loaded  question  similar  to  what  we  in 
the  committee  had  to  contend  with  un¬ 
til  finally  the  amendment  was  defeated. 
I  say  we  should  get  away  from  the  use 
of  such  words  as  that. 

It  has  been  charged  that  there  are  not 
sufficient  .safeguards,  limitations,  or 
guidelines  for  the  operation  of  Federal 
central  credit  unions.  Let  me  enumerate 
a  few  of  the  safeguards  and  restrictions 
and  guidelines  which  this  amendment 
to  H.R.  8305  would  put  into  effect.  The 
amendment  defines  the  term  “Federal 
credit  union”  to  include  a  “Federal  cen¬ 
tral  credit  union”  whose  members  are 
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credit  unions  and  officers  and  directors 
of  credit  unions.  Therefore,  all  subse¬ 
quent  guidelines,  restrictions,  and  limita¬ 
tions  on  local  credit  unions  in  H.R.  8305 
would  apply  equally  to  the  proposed-Fed- 
eral  central  credit  union  unless  the  cen¬ 
tral  credit  unions  were  specifically  ex¬ 
cluded  from  those  provisions  by  language 
in  the  bill. 

Now  let  me  enumerate  generally  the 
gundelines  for  central  credit  unions  al¬ 
ready  included  in  H.R.  8305 : 

Sections  4  and  5  of  H.R.  8305  would 
define  the  method  of  organization  and 
the  criteria  for  chartering  of  Federal 
central  credit  unions. 

Section  7  of  H.R.  8305  would  provide 
the  guidelines  for  reports  by,  and  exam¬ 
ination  of  Federal  central  credit  unions. 

Section  8  of  H.R.  8305  would  define  the 
powers  of  Federal  central  credit  unions 
in  considerable  detail. 

Section  11  of  H.R.  8305  proscribes 
guidelines  for  the  meeting  of  the  mem¬ 
bers  of  a  Federal  central  credit  union. 
This  section  would  also  state  that  no 
member  of  a  Federal  central  credit  union 
would  have  more  than  one  vote  in 
the  election  of  the  managing  officials. 

Section  12  of  H.R.  8305  generally  de¬ 
fines  the  methods  by  which  a  Federal 
central  credit  union  would  be  managed. 

Section  13  of  H.R.  8305  specifically  pro¬ 
vides  for  the  officers  of  a  Federal  cen¬ 
tral  credit  union. 

Section  14  of  H.R.  8305  defines  in  great 
detail  the  functions  and  limitations  upon 
the  board  of  directors  of  a  Federal  cen¬ 
tral  credit  union. 

Section  15  also  defines  in  detail  the 
functions  and  restrictions  placed  upon 
the  credit  committee  of  a  Federal  cen¬ 
tral  credit  union. 

Section  16  definies  in  detail  the  duties 
and  restrictions  upon  the  members  of 
the  supervisory  committee  of  the  Federal 
central  credit  union. 

I  should  be  glad  to  go  back  through¬ 
out  H.R.  8305  and  pick  out  phrase  by 
phrase  the  exact  language  in  these  sec¬ 
tions  which  would  provide  guidelines, 
definitions,  restrictions,  and  limitations 
upon  the  operations  of  the  Federal  cen¬ 
tral  credit  unions  and  their  officers. 

In  short,  gentlemen,  there  are  at  least 
10  pages  of  restrictions,  safeguards,  and 
guidelines  for  central  credit  unions  in 
this  bill  which  other  members  of  Con¬ 
gress  have  seemingly  had  so  much  diffi¬ 
culty  in  finding. 

Mr.  MULTER.  Mr.  Chairman,  I  rise 
in  opposition  to  the  pro  forma  amend¬ 
ment. 

(Mr.  MULTER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MULTER.  Mr.  Chairman,  I  ac¬ 
cept  the  challenge  of  the  gentleman 
from  California.  I  oppose  this  amend¬ 
ment,  and  I  think  my  record  of  activi¬ 
ties  on  behalf  of  credit  unions  and  with 
credit  unions  since  1918  bespeaks  the 
fact  louder  than  words  that  I  am  a 
friend  of  credit  unions  and  of  the  credit 
union  movement.  If  they  want  to  dis¬ 
own  me  because  I  take  a  position  against 
this  amendment,  it  is  all  right  with  me. 

If  you  will  look  at  the  supplemental 
views  that  are  a  part  of  the  report. 
House  Report  696,  you  will  find  on  page 
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15  a  list  of  Federal  officer  credit  unions. 
Turn  the  page  and  you  will  find  on  page 

16  a  list  of  55  State  central  credit 
unions.  The  operation  of  all  these 
associations  remains  unaffected  by  this 
bill. 

I  felt  quite  complimented,  that  the 
full  committee  substituted  my  bill  H.R. 
3674  for  the  bill  that  the  subcommittee 
had  reported.  We  then  considered  that_ 
bill  in  executive  session.  Between  the 
date  the  substitution  was  made  and  the 
date  we  reported  the  bill  some  6  weeks 
went  by.  During  this  period  I  asked 
the  people  in  the  credit  unions,  in  the 
Credit  Union  National  Association  and 
in  the  State  credit  union  leagues  to  give 
study  to  the  matter,  to  sit  down  with 
the  Director  of  the  Federal  Credit  Union 
Bureau  and  work  out  a  satisfactory  pro¬ 
vision  for  central  credit  unions.  I  said 
that  if  they  did  that  we  could  probably 
get  a  good  central  credit  union  pro¬ 
vision.  I  suggested  if  they  did  not  do 
that  we  would  run  into  controversy  that 
might  jeopardize  the  bill.  This  pro¬ 
vision  was  the  only  bit  of  controversy  in 
this  bill.  If  you  will  look  at  the  Finan¬ 
cial  Institutions  Act,  S.  1451,  passed  by 
the  other  body  in  the  last  Congress,  you 
will  find  that  the  Credit  Union  title  al¬ 
most  word  for  word  as  it  is  now  in  this 
bill.  The  other  body  did  not  consider 
the  matter  of  central  credit  unions.  If 
you  pass  this  bill  as  reported  by  the  full 
committee,  I  suggest  that  the  other  body 
will  take  it  almost  without  hearings.  If 
you  put  in  this  amendment  calling  for 
central  credit  unions  they  will  have  to 
have  hearings  in  the  other  body  and  it 
may  well  take  a  year  or  more  before  we 
can  get  this  bill  through.  The  credit 
union  people  have  been  telling  me  as 
late  as  today  they  would  like  to  have 
this  bill  and  the  sooner  they  get  it  the 
better  it  will  be  for  the  credit  unions 
and  the  credit  union  movement. 

Mr.  CLEM  MILLER.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  CLEM  MILLER.  How  can  the 
gentleman  explain  the  telegram  that  we 
received  from  the  National  Credit  Union 
Association  asking  that  this  amendment 
be  adopted?  All  the  people  I  have 
talked  to  connected  with  the  National 
Association  are  very,  very  enthusiastic 
about  this  amendment  and  I  would  say 
they  have  the  unanimous  support  of  the 
credit  unions  throughout  the  country. 
I  would  like  to  challenge  anyone  to  pro¬ 
duce  anybody  from  a  credit  union  either 
local  or  national,  who  says  he  is  against 
this  amendment. 

Mr.  MULTER.  I  do  not  doubt  the 
gentleman  received  a  telegram  from 
the  National  Credit  Union  Association, 
but  you  heard  the  gentleman  from  West 
Virginia  [Mr.  Bailey],  say  that  his  State 
association  sent  him  a  telegram  asking 
for  this  bill.  I  have  one  from  the  New 
York  State  Credit  Union  Association 
asking  for  this  bill. 

Mr.  MUMMA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Pennsylvania. 

Mr.  MUMMA.  I  have  a  telegram  from 
the  head  of  the  Pennsylvania  Credit 


Union  Association.  He  never  said  any¬ 
thing  except  to  accept  the  bill. 

Mr.  HIESTAND.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  HIESTAND.  I  have  a  stack  of 
telegrams  in  my  office  from  credit 
unions  favoring  this  bill  and  some  of 
them  specify  without  amendments. 

Mr.  CLEM  MILLER.  To  the  gentle¬ 
man  from  Pennsylvania  I  would  say 
that  the  credit  unions  from  Pennsyl¬ 
vania  testified  at  the  hearing  most  elo¬ 
quently  as  to  the  need  for  a  central 
credit  union.  The  credit  union  repre¬ 
sentatives  from  Michigan,  Illinois,  and 
I  believe  from  West  Virginia,  also  testi¬ 
fied  specifically  as  to  the  need  for  cen¬ 
tral  credit  unions.  I  think  the  mere 
lack  of  putting  into  their  congratulatory 
telegrams  some  specific  reference  to  this 
amendment  is  not  as  important  as  their 
testimony  was  in  the  hearings  we  had. 

Mrs.  CHURCH.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
woman  from  Illinois. 

Mrs.  CHURCH.  I  thank  the  gentle¬ 
man.  As  I  stated  previously,  the  Illi¬ 
nois  credit  unions  are  unanimously  for 
the  bill.  I  would  only  say  that  the  tele¬ 
gram  received  from  Mr.  Brietzke,  direc¬ 
tor  of  the  Credit  Union  League,  might 
be  an  exception.  I  would  like  to  say 
that  on  no  other  occasion  has  a  tele¬ 
gram  been  sent  me  without  some  sug¬ 
gestion  of  action  on  an  amendment.  I 
would  assure  the  gentleman  that  the 
Illinois  Credit  Union  League  wishes  the 
bill  as  it  is  without  amendment. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  York  has  expired. 

Mr.  MULTER.  Mr.  Chairman,  I  ask 
unanimous  consent  to  proceed  for  2  addi¬ 
tional  minutes. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
New  York? 

There  was  no  objection. 

Mr.  HORAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man.  from  Washington. 

Mr.  HORAN.  I  have  several  tele¬ 
grams  asking  for  support  of  the  bill 
without  amendment. 

Mr.  YOUNGER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  YOUNGER.  From  the  gentle¬ 
man’s  experience,  if  we  are  going  to  go 
into  that  field,  does  he  not  think  it  would 
be  wise  to  pattern  your  central  bank 
after  the  Federal  Home  Loan  Bank  Sys¬ 
tem  for  credit  unions  and  do  it  in  a 
correct  financial  manner  rather  than  by 
this  amendment? 

Mr.  MULTER.  At  this  moment  I  am 
not  prepared  to  go  as  far  as  the  gentle¬ 
man  suggested,  but  I  am  very  anxious 
that  the  credit  union  movement  continue 
as  a  good,  sound  movement.  I  would 
rather  move  slowly  on  this  provision  and 
wait  until  the  Federal  Director  comes 
in,  in  January  1960,  with  his  recommen¬ 
dation,  and  then  consider  what  further 
we  should  do.  I  would  rather  move 
slowly  on  this  than  risk  doing  some- 
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thing  that  may  give  a  black  eye  to  the 
credit  union  movement. 

Mr.  Chairman,  I  urge  defeat  of  the 
pending  amendment. 

Mr.  REUSS.  Mr.  Chairman,  I  rise  in 
support  of  the  pending  amendment. 

Mr.  Chairman,  there  has  been  much 
discussion  here  about  the  welter  of  tele¬ 
grams  that  have  been  received  on  this 
subject.  It  is  a  great  thing  for  Western 
Union.  But  I  think  a  more  important 
consideration  for  the  Members  is  not 
what  all  of  these  telegrams  say,  or  do 
not  say,  but  what  are  the  rights  and 
wrongs  of  the  Johnson  amendment. 

I  believe  the  amendment  is  a  sound 
and  constructive  one.  It  would  do  for 
our  credit  unions  exactly  the  same  thing 
that  has  been  done  by  legislation  for  so 
many  other  forms  of  financial  institu¬ 
tions.  Just  as  we  have  directed  that  in 
the  armed  services  there  shall  be  a  pool¬ 
ing  of  surplus  supplies,  so  I  think  it  is 
wise  to  direct  that  there  may  be  a  similar 
pooling  of  surplus  funds,  so  that  they 
may  be  marshaled  to  their  best  advan¬ 
tage  by  the  credit  unions. 

It  is  said  that  this  amendment,  if 
worthy,  should  be  considered  later,  next 
year  perhaps.  Well,  I  wish  to  point  out 
that  for  at  least  3  years,  so  far  as  I 
know,  credit  union  legislation  has  been 
before  the  Committee  on  Banking  and 
Currency  of  either  this  House  or  of  the 
other  body.  My  experience  here,  Mr. 
Chairman,  is  that  the  legislative  mills 
tend  to  grind  somewhat  slowly,  and 
therefore  in  the  interest  of  getting  a 
broad,  comprehensive  piece  of  legisla¬ 
tion,  I  hope  that  this  amendment  will  be 
favorably  considered.  It  has  been  thor¬ 
oughly  gone  over  in  the  subcommittee, 
and  in  my  opinion  it  is  thoroughly  sound. 

Mr.  SPENCE.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman,  I  do  not  rise  with  any 
intense  feeling,  but  I  am  persuaded  to 
be  against  the  amendment,  the  credit 
unions  have  done  so  well  with  the  laws 
as  they  now  exist,  that  before  we  adopt 
some  radical  change  in  an  untried  field, 
we  ought  to  give  the  matter  long  and 
careful  consideration. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SPENCE.  I  yield  to  the  gentle-" 
man  from  Texas. 

Mr.  PATMAN.  The  subcommittee 
gave  full  and  complete  consideration  to 
it.  We  had  all  the  witnesses  in  favor  of 
it  and  all  who  wanted  to  be  heard  against 
it.  Only  one  witness  testified  against  it. 
He  made  certain  criticisms,  and  we  be¬ 
lieve  we  corrected  his  criticisms.  That 
was  Mr.  Gannon,  who  is  the  Director  of 
the  Federal  Credit  Upion. 

Mr.  SPENCE.  The  credit  unions  were 
organized  for  a  very  simple  purpose,  to 
stimulate  thrift  and  saving  and  to  en¬ 
able  employees  of  industry  to  loan  these 
funds  to  their  fellow  employees.  When 
a  central  credit  union  is  formed  it  con¬ 
stitutes  a  quasi-banking  system  that 
ought  to  have  standards  and  direction. 

I  do  not  criticize  those  who  are  for 
this  amendment.  They  may  think  it 
is  a  good  thing  for  the  credit  unions, 
but  I  am  impelled  by  my  interest  in  the 
credit  unions  to  say  that  I  think  more 
consideration  should  be  given  to  the  fun- 
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damental  change  in  the  whole  concep¬ 
tion  of  credit  unions  than  has  been 
given.  They  have  done  well  under  the 
present  organization.  They  are  going 
to  continue  to  do  well.  They  are  going 
to  expand.  They  are  a  great  segment  of 
our  economy  and  we  ought  to  proceed 
slowly  as  we  enact  the  legislation  by 
which  they  shall  be  governed.  I  will 
vote  for  the  bill,  but  I  do  believe  that 
this  amendment  constitutes  a  funda¬ 
mental  change  from  the  real  concep¬ 
tion  of  credit  unions.  I  have  not  heard 
from  a  single  member  of  a  credit  union 
in  my  district — and  there  are  many  of 
them — who  wants  this  amendment. 

Mr.  BARR.  Mr.  Chairman,  I  arise  in 
support  of  the  amendment.  During  my 
first  6  months  in  this  House  I  have  been 
deeply  concerned  with  banking  legisla¬ 
tion.  On  this  floor  I  supported  the  vault 
cash  bill  and  the  two  technical  bills  that 
we  have  considered  today  which  affect 
the  national  banks  of  this  country.  My 
basic  reason  for  supporting  this  legisla¬ 
tion  is  my  conviction  that  the  financial 
institutions  of  this  country  should  be 
permitted  to  operate  under  modern  and 
up-to-date  laws. 

The  United  States  is  entering  what 
may  possibly  be  a  very  difficult  phase  in 
its  economic  history.  Since  World  War 
I,  with  the  exception  of  a  few  interludes, 
we  have  had  a  plentiful  money  supply 
and  plenty  of  credit.  Today  it  seems 
to  me  that  the  United  States  has  prob¬ 
ably  grown  up  to  its  supply  of  money 
and  credit.  In  the  next  decade  this 
country  is  faced  with  a  population  ex¬ 
plosion.  Our  population  will  probably 
jump  from  about  170  million  today  to 
perhaps  220  million  by  1970.  It  is  going 
to  take  a  lot  of  money  and  a  lot  of  credit 
to  employ  these  additional  people,  to 
house  them,  and  to  make  sure  that  they 
can  live  a  decent  life.  It  would  seem  to  be 
national  policy  for  this  Nation  to  en¬ 
courage  a  savings  program  that  will  help 
provide  this  money  and  credit  that  we 
need,  and  also  to  make  sure  that  our 
savings  and  credit  resources  are  used  as 
efficiently  and  wisely  as  possible. 

This  amendment  is  designed  to  let  the 
credit  unions  use  the  savings  of  their 
members  efficiently.  Let  me  give  you  an 
example :  In  my  congressional  district  of 
Marion  County,  Ind.,  there  are  93  credit 
unions.  These  credit  unions  have  ap¬ 
proximately  60,000  members.  Some  of 
these  credit  unions  are  very  large.  Some 
are  quite  small.  All  of  them,  whether 
large  or  small,  are  designed  to  meet  a 
part  of  the  credit  needs  of  their  members. 
But  sometimes  the  very  large  credit  un¬ 
ions  find  themselves  with  a  surplus  of 
cash.  Many  of  the  smaller  credit  unions 
often  find  themselves  short  of  money  to 
loan  then-  members. 

This  amendment  would  authorize  the 
establishment  of  central  credit  unions 
under  Federal  control.  These  central 
credit  unions  would  act  as  a  clearing¬ 
house  for  all  the  member  organizations. 
For  example,  a  credit  union  with  excess 
funds  could  invest  this  excess  in  the  cen¬ 
tral  credit  union — under  Federal  super¬ 
vision  and  control.  Credit  unions  that 
are  short  of  funds  could  in  turn  apply  to 
the  central  credit  union  for  loans  to  meet 
their  current  needs.  These  central  credit 


unions,  in  other  words,  are  a  clearing¬ 
house  designed  to  make  sure  that  the 
savings  of  the  members  work  as  effi¬ 
ciently  as  possible.  They  have  no  power 
to  create  money;  they  have  no  power  to 
engage  in  banking  operations;  they  have 
only  the  power  to  see  to  it  that  the  sav¬ 
ings  of  these  institutions  are  used  wisely 
and  efficiently. 

For  this  reason  I  believe  that  this 
amendment  is  in  line  with  national 
policy.  It  is  absolutely  necessary  that 
this  Nation  not  only  encourage  thrift,  but 
also  the  best  use  of  our  savings  and  credit 
resources.  In  the  vault  cash  bill  and  in 
the  two  bills  which  we  have  considered 
today  concerning  the  national  banks,  this 
was  the  basic  aim  of  the  legislation. 
These  laws  apply  to  the  very  large  finan¬ 
cial  institutions  of  this  Nation.  The 
credit  union  bill  applies  to  the  smallest 
financial  institutions  in  the  United 
States,  but  the  same  principle — the  prin¬ 
ciple  of  the  efficient  use  of  our  savings 
and  credit — applies  with  equal  force  to 
the  credit  unions  as  well  as  to  our  great 
national  banks.  For  that  reason,  Mr. 
Chairman,  I  urge  the  adoption  of  this 
amendment. 

Mr.  COHELAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BARR.  I  yield  to  the  gentleman 
from  California. 

Mr.  COHELAN.  Mr.  Chan-man,  I 
would  like  to  ask  the  gentleman  in  re¬ 
spect  to  the  amendment  if  he  feels  that 
the  system  of  a  central  operation  is  an 
untried  operation. 

Mr.  BARR.  No;  it  is  not  an  untried 
operation.  The  gentleman  from  Cali¬ 
fornia  very  properly  pointed  out  that 
the  savings  and  loan  associations  went 
bankrupt  by  making  improvident  invest¬ 
ments.  The  Federal  Home  Loan  was 
established  so  that  they  could  lay  off 
their  excess  and  loan  back  to  the  people 
who  were  short.  It  is  not  an  untried 
operation. 

Mr.  COHELAN.  Mr.  Chairman,  if  the 
gentleman  will  yield  further,  I  wonder 
if  he  is  aware  that  of  the  9,539  Federal 
credit  unions  in  the  United  States  today, 
over  1,600,  or  more  than  16  percent  are 
in  the  State  of  California.  And  as  a 
former  treasurer  of  a  State  credit  union 
in  California,  I  shall  ask  the  gentleman 
if  he  knows  that  we  have  had  a  central 
credit  union  in  the  locality  from  which 
I  come  for  many  years.  It  is  one  of  the 
reasons  the  State  credit  unions  are  grow¬ 
ing  at  a  very  healthy  rate. 

Mr.  BARR.  I  am  quite  aware  of  that. 
The  gentlewoman  from  Illinois  [Mrs. 
Church],  my  sister  State,  has  had  a 
remarkably  successful  operation  with 
central  State  credit  unions. 

Mr.  JOHNSON  of  Colorado.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  BARR.  I  yield. 

Mr.  JOHNSON  of  Colorado.  I  would 
like  to  explain  to  the  gentleman  and  to 
the  Members  of  the  House  that,  speak¬ 
ing  as  the  one  who  offered  the  motion 
for  the  members  of  the  committee,  I 
made  no  effort  to  ask  the  national  credit 
union  office  to  put  the  heat  on  anybody 
for  this  amendment.  I  proceeded  in 
keeping  with  the  action  of  the  subcom¬ 
mittee  on  which  I  sit  in  support  of  the 
supplemental  views  which  we  had  filed. 


Insofar  as  the  credit  union  movement 
has  been  sending  telegrams  around,  I 
made  no  effort  to  ask  them  to  support 
the  amendment.  I  was  not  even  in  con¬ 
tact  with  them  with  respect  to  my  be¬ 
havior  in  this  matter  and  their  silence 
on  the  matter  it  seems  to  me  is  not  in 
opposition  to  the  amendment  but  simply 
in  ignorance  of  the  fact  that  the  amend¬ 
ment  was  to  be  offered,  because  the  de¬ 
cision  was  only  formally  entered  in  the 
Record  as  of  yesterday,  after  the  Rules 
Committee  had  acted. 

(Mr.  BARR  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  PATMAN.  Mr.  Chairman,  I  rise 
in  support  of  the  amendment. 

May  I  suggest  that  the  argument  has 
been  made  that  this  proposal  is  an  un¬ 
tried  proposal.  The  distinguished  gen¬ 
tleman  from  New  York  [Mr.  Multer] 
appeared  before  the  subcommittee  that 
was  considering  this  credit  union  bill. 
He  made  a  very  fine  statement  which 
will  be  found  starting  at  page  95  of  the 
hearings.  I  should  like  to  refer  to  page 
99,  and  I  want  the  Members  to  follow 
this  with  me.  The  gentleman  said 
that  he  had  been  interested  in  credit 
unions  since  1918;  and  he  has  a  back¬ 
ground  of  knowledge  and  information 
many  of  us  do  not  have.  When  he 
speaks  about  credit  unions  from  his  ex¬ 
perience  from  1918  to  date,  he  speaks 
with  some  knowledge  and  authority. 
He  knows  what  has  happened.  So 
Mr.  Multer  testified,  as  is  shown  com¬ 
mencing  in  the  last  paragraph  on  page 
99,  as  follows: 

The  important  changes  sought  to  be  ac¬ 
complished,  other  than  mere  form  are  in¬ 
creasing  the  lending  authority  of  the  credit 
unions,  giving  them  authority  to  operate 
more  smoothly,  permitting  them  to  have 
paid  employees  under  certain  circum¬ 
stances — really  not  paid  employees,  but  to 
pay  for  certain  services  that  are  necessary 
to  the  smooth  operation  of  a  credit  union — 
setting  up  a  so-called  central  credit  union, 
and  let  me  indicate  that  that  is  not  new 
in  the  credit  union  movement.  Many 
States  have  already  done  just  that.  They 
have  set  up  central  credit  unions  within 
each  State,  which  central  credit  unions  are 
of  assistance  to  the  credit  unions  organ¬ 
ized  under  State  law,  as  well  as  to  the  offi¬ 
cers  and  committeemen  who  operate,  and 
the  directors,  who  operate  the  credit  un¬ 
ions.  The  central  credit  union  is  a  source 
of  credit  to  officers  and  directors  of  credit 
unions  who  could  not  qualify  under  the 
law  to  borrow  from  their  own  credit  union, 
because  that  would  involve  self-dealing.  So 
they  have  set  up  these  central  credit  unions 
within  the  States  to  make  credit  available 
to  those  men  if  and  when  they  need  it, 
and  the  provision  in  the  Patman  and  Mul¬ 
ter  bills  would  do  the  same  thing  on  the 
Federal  level. 

Mr.  Multer  with  all  his  experience 
since  1918,  recommends  the  central 
credit  union.  He  does  it  after  all  this 
experience.  Therefore,  Mr.  Chairman, 
I  think  that  we  can  safely  pass  this 
amendment  with  the  understanding 
that  if  there  is  anything  wrong  about 
it,  that  Mr.  Multer  has  not  detected 
or  I  have  not  detected,  or  any  other 
Member  has  not  detected,  the  other 
body  will  carefully  go  into  this  bill  and 
will  make  sure  that  any  amendment  we 
pass  is  satisfactory  and  in  the  public 
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interest.  If  it  is  not,  they  will  change 
it  or  take  it  out  entirely. 

This  means  so  much.  Here  is  the 
Federal  Credit  Union — that  is,  the 
Credit  Union  National  Association 
pleading  with  the  Members  of  this 
House  today  to  please  pass  this  amend¬ 
ment.  I  have  a  telegram  here  from 
the  president  stating  their  support  of 
this  amendment.  They  want  it  passed. 
It  is  helpful,  it  is  needed,  just  as  the 
gentleman  from  New  York  [Mr. 
Multer]  said  before  our  committee. 
We  need  it.  It  is  not  new.  It  has  been 
tried  before.  The  States  all  have  it. 
So  why  not  let  the  Federal  credit  un¬ 
ions  have  it? 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  PATMAN.  I  am  glad  to  yield  to 
the  gentleman. 

Mr.  MULTER.  I  am  sure  the  gentle¬ 
man  would  want  to  write  into  this  bill, 
if  you  do  have  the  central  credit  union 
provision,  at  least  you  want  to  write  in 
the  same  standards,  restrictions,  and 
limitations  that  appear  in  the  law  of 
every -State  that  permits  central  credit 
unions.  That  is  what  I  am  suggesting 
should  be  done  before  you  take  this  pro¬ 
vision.  Make  sure  you  have  the  same 
safeguards  in  the  Federal  statute  that 
you  have  in  each  of  the  State  statutes 
where  the  States  permit  central  credit 
unions. 

Mr.  PATMAN.  I  submit  this  amend¬ 
ment  is  in  exactly  the  same  form  that 
the  gentleman  from  New  York  recom¬ 
mended  before  our  subcommittee,  which 
passed  on  this  bill.  He  recommended  it 
then.  He  said  it  was  all  right.  He  said 
based  upon  experience,  it  was  all  right 
and  it  was  not  new  and  that  the  States 
have  it  and  have  been  using  it  for  50 
years.  So  I  would  like  to  give  the  same 
power  to  the  Federal  credit  unions. 

Mr.  SPENCE.  Mr.  Chairman,  I  ask 
unanimous  consent  that  debate  on  this 
amendment,  and  all  amendments  there¬ 
to,  close  in  10  minutes. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

The  CHAIRMAN.  The  Chair  recog¬ 
nizes  the  gentleman  from  Montana  [Mr. 
Anderson]. 

(Mr.  ANDERSON  of  Montana  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

Mr.  ANDERSON  of  Montana.  Mr. 
Chairman,  I  simply  want  to  reaffirm  my 
support  of  the  amendment  proposed  by 
the  gentleman  from  Colorado  and  to 
point  out  that  it  is  nothing  radical.  It 
is  nothing  different  and  it  is  not  a  new 
proposal.  It  will  not  alter  in  any  real 
way  the  operation  of  our  Federal  credit 
unions,  but  it  will  permit  the  setting  up 
of  Federal  central  credit  unions  as  pres¬ 
ently  we  have  State  central  credit  unions. 

If  you  are  worried  that  this  amend¬ 
ment  carries  a  new  untried  proposal, 
just  turn  to  page  16  of  the  committee 
report  and  you  will  see  that  there  are 
presently  operating  as  many  State  cen¬ 
tral  credit  unions  as  there  are  States, 

As  a  sponsor  of  credit  union  legisla¬ 
tion  in  this  Congress  and  the  preceding 
Congress,  I  have  carefully  studied  the 


language  of  the  many  credit  union  bills 
which  would  provide  for  Federal  cen¬ 
tral  credit-  unions.  I  think  it  has  been 
well  documented  that  there  are  sufficient 
safeguards  and  guidelines  to  provide  for 
the  sound  operation  of  central  credit 
unions  under  Federal  law.  The  amend¬ 
ments  to  provide  for  Federal  central 
credit  unions  have  been  modeled  after 
the  existing  State  laws  which  provide 
for  State  charter  central  credit  unions. 

I  would  suggest  that  the  opposition  to 
Federal  central  credit  unions  arises  from 
reasons  other  than  those  recited  in  the 
committee  report  on  this  bill.  By  way  of 
illustration  let  me  cite  an  article  which 
appeared  in  the  New  York  Journal  of 
Commerce  entitled  “Credit  Unions  Pose 
Rising  Threat  to  Banking  World.”  The 
first  paragraph  of  this  article  states: 

Credit  unions  in  the  United  States  are 
gradually  forging  ahead  in  the  national  race 
for  savings  to  become  one  of  the  most  im¬ 
portant  threats,  competitively,  to  commer¬ 
cial  and  savings  banks  since  savings  and  loan 
associations  began  their  spectacular  rise  in 
the  1950’s. 

Now  this  sounds  very  ominous.  How¬ 
ever,  buried  farther  down  in  this  article 
are  statistics  on  Federal  credit  union 
saving  and  lending:'  s 

1.  Of  all  liquid  savings  in  the  principal 
savings  media  in  the  United  States,  credit 
unions  only  hold  roughly  $4  billion  of  $210 
billion,  or  1.8  percent  of  the  total. 

If  savings  in  the  form  of  life  insurance  are 
included  in  total  savings,  the  credit  union 
share  of  total  savings  would  drop  to  approx¬ 
imately  1.5  percent. 

2.  Of  the  total  installment  credit  out¬ 
standing  as  of  May  1959,  credit  unions  ac¬ 
counted  for  approximately  8  percent. 

It  seems  very  difficult  to  understand 
how  these  self-help  institutions  on  the 
basis  of  facts  can  possibly  pose  a  great 
threat  to  the  banking  world.  However,  it 
seems  that  the  giant  commercial  banks 
of  the  country  fear  even  the  minor  com¬ 
petition  from  credit  unions  and  there¬ 
fore  the  provisions  that  would  provide 
for  the  charter  and  operation  of  Federal 
central  credit  unions  apparently  have 
been  stricken  from  this  credit  union  leg¬ 
islation  at  their  behest. 

I  ask  my  colleagues  to  support  the 
amendment  of  the  gentleman  from  Col¬ 
orado  [Mr.  Johnson]. 

The  CHAIRMAN.  The  Chair  recog¬ 
nizes  the  gentleman  from  California 
[Mr.  McDonough]. 

Mr.  McDONOUGH.  Mr.  Chairman,  I 
just  want  to  repeat  what  I  said  in  my 
opening  remarks.  We  have  a  good  bill 
here.  It  has  been  seriously  and  thor¬ 
oughly  considered  by  the  committee, 
There  is  every  danger,  in  my  opinion, 
that  the  bill  may  take  much  longer  to 
be  considered  by  the  other  body  and 
finally  passed,  if  it  is  passed  at  all  in  this 
session  of  the  Congress,  if  this  amend¬ 
ment  is  added  to  it.  I  am  sure  the  Mem¬ 
bers  who  were  present  when  the  amend¬ 
ment  was  read  realize  that  this  amend¬ 
ment  goes  all  through  the  bill.  There 
are  amendments  on  many  pages  of  the 
bill.  The  committee  considered  some  of 
the  things  that  are  proposed  in  the 
amendment,  and  the  bill  that  was  re¬ 
ported  is  the  result  of  the  consideration 
of  the  original  bill,  which  was  submitted 
by  the  gentleman  from  New  York  [Mr. 
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Multer],  which  excluded  this  section  on 
the  Federal  credit  unions.  I  do  not  be¬ 
lieve  there  is  a  Member  in  the  House  who 
wants  to  do  anything  to  injure  the  Fed¬ 
eral  credit  unions.  I  think  we  all  want 
to  support  them  and  to  help  them.  I 
think  an  amendment  of  this  kind  at  this 
time,  although  it  may  have  virtue,  as  I 
said  before,  it  should  be  considered  sub¬ 
sequently  by  the  committee.  At  this 
time,  it  should  be  defeated  and  we  should 
proceed  to  adopt  this  bill  as  written. 

The  CHAIRMAN.  The  Chair  recog¬ 
nizes  the  gentleman  from  New  York 
[Mr.  Multer], 

Mr.  MULTER.  Mr.  Chairman,  our  col¬ 
league,  the  gentleman  from  Texas  [Mr. 
Patman],  by  his  reading  from  the  hear¬ 
ings,  has  amply  demonstrated,  I  think, 
that  I  am  in  favor  of  the  credit-union 
movement,  that  I  am  a  strong  supporter 
of  that  movement,  and  that  I  even  agree 
with  the  principle  of  central  credit  un¬ 
ions.  I  am  merely  urging  now  that  we 
do  not  write  this  provision  into  this  bill 
at  this  time.  I  am  urging  that  this  pro¬ 
vision  be  given  further  study  and  atten¬ 
tion  so  that  we  may  write  into  the  law 
at  some  future  date  a  good  sound  provi¬ 
sion  with  proper  restrictions  and  with 
proper  limitations  and  with  proper 
standards  so  that  the  credit-union  move¬ 
ment  can  go  forward  and  not  be  hurt 
or  damaged  in  any  way  because  of  a  pro¬ 
vision  that  might  not  set  up  the  proper 
standards. 

Therefore,  Mr.  Chairman,  I  urge  the 
rejection  of  this  amendment  and  the 
adoption  of  the  bill  as  reported  by  the 
full  committee. 

Mr.  ALFORD.  Mr.  Chairman,  we 
have  under  consideration  important  leg¬ 
islation  pertaining  to  credit  unions — ■ 
legislation,  I  am  advised,  that  will  be 
of  tremendous  help  to  the  far-flung 
credit  unions  of  this  Nation  in  pro¬ 
viding  additional  services  to  their  mem¬ 
bers.  I  fully  support  this  legislation 
because  I  have  been  assured  by  Mr.  T. 
R.  Shirk,  of  Jacksonville,  Ark.,  mem¬ 
ber  of  the  board,  and  James  C.  Davis, 
of  Little  Rock,  managing  director  of  the 
Arkansas  Credit  Union  League,  and  by 
the  officers  of  many  other  credit  unions 
in  my  State,  that  the  efficiency  of  credit 
union  operations  will  be  enhanced  by  its 
passage.  ■ 

Credit  unions  are  important  to  the 
economy  of  Arkansas  because  they  per¬ 
mit  members  of  a  group  to  pool  their 
savings  to  self-finance  a  variety  of  needs. 
Credit  unions  in  Arkansas  are  the  ve¬ 
hicle  by  which  many  members  pay  hos¬ 
pital  bills,  buy  air  conditioners  for 
homes,  finance  automobiles,  ease  the 
burden  of  income  taxes,  and  at  the  same 
time  acquire  a  systematic  habit  of  sav¬ 
ing. 

Credit  unions  finance  many  risks  in 
which  banks  would  not  be  interested, 
thus  they  fit  perfectly  into  the  pattern 
of  our  economy.  Yet  they  are  subject 
to  rigid  examination  by  regulatory  agen¬ 
cies  to  see  that  they  are  conducted  on 
sound  business  principles.  Perhaps 
much  of  the  secret  of  the  credit  unions’ 
success  lies  in  the  fact  that  a  man  does 
not  default  on  his  obligations  to  the  two 
or  three  men  working  alongside  him. 
And,  by  the  same  token,  those  two  or 
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three  men  working  alongside  him  know 
best  of  his  problems,  his  habits,  and  his 
ability  to  meet  his  obligations. 

The  latest  figures  available  to  me  show 
the  enormous  extent  to  which  credit 
‘union  operations  have  grown  in  my 
State.  I  have  compiled  these  totals  by 
taking  the  report  of  State-chartered 
credit  unions  for  the  last  available 
year — 1957 — and  adding  the  report  of 
the  federally  chartered  credit  unions  for 
1958. 

These  show  some  amazing  figures,  in¬ 
cluding  the  fact  that  there  are  103  credit 
unions  in  Arkansas  with  a  total  of  29,958 
members.  Their  total  assets  are  almost 
$7,500,000.  These  credit  unions  have 
loans  outstanding  in  the  amount  of 
$5,585,147;  their  net  income  is  $317,684; 
and  the  dividends  they  paid  totaled 
$217,154. 

What  is  even  more  significant  to  me  is 
that  the  members  of  these  credit  unions 
have  amassed  savings  totaling  $5,762,- 
913 — a  backlog  of  assets  that  might  never 
have  materialized  had  it  not  been  for  the 
habits  of  thrift  encouraged  by  these 
credit  unions. 

With  these  facts  in  mind  it  seems  to 
me  we  should  lend  every  encouragement 
possible  to  the  expansion  of  the  services 
of  these  worthwhile  organizations. 

Mr.  McGOVERN.  Mr.  Chairman,  I 
strongly  support  H.R.  8305,  the  legisla¬ 
tion  to  amend  the  Federal  Credit  Union 
Act.  The  credit  union  program  has  a 
splendid  record  of  service  to  the  people 
of  the  Nation.  This  legislation  will  fur¬ 
ther  increase  the  effectiveness  of  credit 
unions. 

Mr.  W.  O.  Knight,  Jr.,  of  Sioux  Falls, 
S.  Dak.,  an  outstanding  constituent 
of  mine,  served  last  year  as  national 
president  of  the  Credit  Union  Associa¬ 
tion.  He  is  currently  serving  as  manag¬ 
ing  director  of  the  South  Dakota  Credit 
Union  League.  I  have  discussed  the  leg¬ 
islation  before  us  with  Mr.  Knight  and 
am  pleased  to  join  with  him  in  support¬ 
ing  it. 

This  year  marks  the  50th  anniversary 
of  the  first  State  credit  union  law  and 
the  -25th  anniversary  of  the  Federal 
Credit  Union  Act.  Over  5  million 
Americans  have  been  assisted  in  their 
credit  needs  by  the  Federal  Credit  Union 
Act  passed  in  1934. 

The  proposed  amendments  to  the  act 
contained  in  H.R.  8305  include  the  fol¬ 
lowing  provisions: 

First.  Increases  maximum  maturities 
of  loans  from  3  to  5  years. 

Second.  Increases  signature  loan  lim¬ 
its  from  $400  to  $1,000. 

Third.  Provides  for  loan  officers  to 
process  loans  within  specified  limits. 

Fourth.  Liberalizes  borrowing  restric¬ 
tions  on  Federal  credit  uniono  fficials. 

Fifth.  Authorizes  Federal  credit  un¬ 
ions  to  cash  and  sell  checks  to  members 
for  a  reasonable  fee. 

Sixth.  Authorizes  dividends  to  be  paid 
semiannually  and  allows  dividend  credit 
for  savings  received  in  the  first  5  days 
of  a  month. 

As  the  committee  report  has  stated: 

The  bill  would  have  no  impact  on  the 
Federal  budget,  inasmuch  as  the  expenses 
incurred  by  the  Bureau  of  Federal  Credit 
Unions  are  paid  out  of  fees  collected  from 
the  supervised  credit  unions. 


I  urge  the  adoption  of  the  bill  as  a 
means  of  strengthening  an  already  fine 
credit  union  program. 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Chairman,  in  my  own  district  there  are 
a  number  of  very  fine  credit  unions  and 
they  have  done  an  enormous  amount  of 
good  to  the  people  of  my  district.  I 
heartily  endorse  them.  I  noted  on  the 
floor  the  gentleman  from  Texas  [Mr. 
Patman]  ,  one  of  the  original  sponsors  of 
the  Sheppard-Patman  Credit  Union  Act, 
and  the  gentleman  from  Georgia.  He 
and  I  and  a  number  of  others  were 
in  the  Congress  when  the  first  credit 
union  bill  was  passed.  They  were  kind 
enough  to  give  us  citations  just  for  being 
on  the  floor  at  the  time  and  endorsing  it. 

Mr.  KASTENMEIER.  Mr.  Chairman, 
I  am  proud  to  lend  my  support  to  H.R. 
8305,  a  bill  to  amend  the  Federal  Credit 
Union  Act.  I  have  taken  a  particular 
interest  in  the  activities  of  Federal  credit 
unions  because  within  my  district  lies 
the  international  headquarters  of  the 
organization  which  has  fostered  the 
growth  of  credit  unions  throughout  the 
world,  the  Credit  Union  National  Asso¬ 
ciation,  better  known  by  the  initials 
“CUNA.”  Not  too  long  ago,  I  had  the 
opportunity  to  join  the  gentleman  from 
Texas  [Mr.  Patman]  on  the  floor  of  this 
House  in  commemorating  the  25th  anni¬ 
versary  of  the  signing  of  the  original 
Credit  Union  Act.  Today,  I  speak  on 
behalf  of  a  measure  which  acknowledges 
the  worthwhile  activities  of  this  organi¬ 
zation  by  increasing  the  maturity  limit 
on  credit  union  loans  from  three  to  five 
and  making  other  minor  changes  in  the 
Federal  Credit  Union  Act.  With  these 
changes,  rural  credit  unions  in  my  own 
State  of  Wisconsin  could  more  ade¬ 
quately  meet  the  credit  needs  of  farm 
families  to  help  them  purchase  farm 
equipment  and  supplies.  Federal  credit 
unions  would  be  able  to  participate  more 
actively  in  extending  loans  for  home  im¬ 
provement  and  modernization,  and  many 
other  benefits  would  also  be  derived. 
And,  I  am  confident  that  the  passage  of 
this  bill  would  aid  not  only  credit  union 
patrons  but  would  help  expand  the  credit 
union  movement  as  well. 

Mr.  FASCELL.  Mi’.  Chairman,  I  rise 
in  vigorous  support  of  the  bill  under  con¬ 
sideration  to  rewrite  and  modernize  the 
Federal  Credit  Union  Act. 

The  growth  of  the  credit-union  move¬ 
ment  in  the  United  States  has  'been 
sound,  steady,  and  inspiring  to  observe. 
It  is  a  shining  example  of  how  much  of 
value  can  be  accomplished  by  men  and 
women,  working  together  toward  a  com¬ 
mon  objective  for  the  common  good. 

Since  the  first  credit  union  was  founded 
in  this  country  50  years  ago,  19,999  such 
groups  have  been  created  with  a  present 
total  membership  of  more  than  10  mil¬ 
lion  people,  and  assets  totally  well  over 
$4  billion.  In  the  25  years  since  the 
Federal  Credit  Union  Act  was  passed, 
more  than  9,000  Federal  credit  unions 
have  been  established  with  a  member¬ 
ship  of  over  5  million  persons  and  assets 
amounting  to  more  than  $2  billion  and 
growing  at  the  rate  of  $300  million  per 
year. 

Significant  to  note  among  these  de¬ 
tails  of  phenomenal  growth  is  the  fact 
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that  since  the  enactment  of  the  Federal 
Credit  Union  Act  25  years  ago,  less  than 
one-fifth  of  1  percent  of  the  dollar 
amount  of  loans  by  Federal  credit  un¬ 
ions  have  been  charged  off  as  losses. 

We  in  Florida  are  proud  of  the  518 
credit  unions  now  in  operation  serving  a 
membership  of  200,000. 

In  view  of  the  obvious  widespread  in¬ 
terest  in  these  organizations  both  on  the 
State  and  Federal  level,  it  is  entirely 
fitting  and  timely  that  a  recodification 
of  the  Federal  law  be  made  and  I  com¬ 
mend  Committee  Chairman  Spence  and 
Subcommittee  Chairman  Patman  for 
their  diligence  and  intense  interest  in  re¬ 
commending  this  legislation  to  the  House. 
This  bill  will  modernize  the  operations 
of  one  of  the  fastest  growing  financial 
institutions  in  the  country  and  will  en¬ 
able  it  to  keep  pace  with  the  changing 
needs  of  the  unions  and  their  members 
which  have  arisen  down  through  the 
years. 

I  hope  this  legislation  which  I  am  both 
proud  and  privileged  to  cosponsor,  will 
have  the  overwhelming  endorsement  of 
the  House  of  Representatives  today. 

Mr.  HECHLER.  Mr.  Chairman,  there 
are  over  100  credit  unions  in  my  State  of 
West  Virginia,  averaging  nearly  200 
members  each.  Credit  unions  are  a  vital 
part  of  our  economy,  and  they  are  a  great 
boon  to  the  workers  of  West  Virginia. 
Not  long  ago,  I  addressed  the  State  Con¬ 
vention  of  the  West  Virginia  Credit 
Union  League  in  Huntington,  and  I  was 
deeply  impressed  by  the  leaders  of  the 
credit  union  movement  in  West  Virginia. 
This  year  when  we  are  celebrating  the 
silver  anniversary  of  the  passage  of  the 
Federal  Credit  Union  Act,  I  hope  that 
we  may  take  the  necessary  steps  to  help 
the  credit  unions  perfect  their  organiza¬ 
tion  and  operation  through  the  passage 
of  the  needed  amendments  contained  in 
H.R.  8305. 

Mrs.  GREEN  of  Oregon.  Mr.  Chair¬ 
man,  I  do  not  want  this  discussion  to 
conclude  without  rising  to  compliment 
the  distinguished  and  beloved  chairman 
of  the  committee,  the  distinguished  and 
able  gentleman  from  Texas  [Mr.  Pat¬ 
man],  for  the  work  he  has  done  in  pre¬ 
senting  this  bill  to  the  House.  I  have 
received  a  great  many  letters  from  credit 
union  officers  and  members  in  my  own 
State,  urging  my  support  of  this  bill. 
After  reading  the  material  made  availa¬ 
ble  to  me  on  the  subject,  I  felt  this  was 
a  good  bill.  After  reading  the  hearings 
and  the  committee  report,  I  was  more 
than  ever  convinced  that  the  pending 
legislation  is  beneficial  to  the  millions 
of  Americans  with  low  and  middle  in¬ 
comes,  and  necessary  to  the  continued 
success  of  the  credit  union  movement. 
I  intend  to  vote  for  the  bill  and  I  hope 
that  it  becomes  law  as  soon  as  possible. 

Ordinarilly  I  would  not  make  a  special 
effort  to  introduce  in  the  Record  letters 
from  home  on  a  bill  unless  I  felt  they 
were  saying  something  different.  Much 
of  what  my  letters  have  said  has  been 
repeated  by  the  committee  members  in 
this  debate.  However,  I  do  want  some 
of  the  letters  I  have  received  to  be  set 
forth  in  the  Record  because  they  dem¬ 
onstrate  graphically  the  wide  utility  of 
the  credit  union  idea.  Here  are  letters 
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from  credit  unions  composed  of  Federal 
employees,  credit  unions  composed  of 
members  of  a  parish  church,  credit 
unions  comprising  the  employees  of  a 
large  timber  company,  of  a  clothing 
manufacturer,  or  city  employees,  of  trade 
union  members.  The  credit  union  idea, 
Mr.  Chairman,  is  a  universal  one  and  de¬ 
serves  universal  support. 

Under  unanimous  consent,  I  ask  that 
there  be  printed  following  my  remarks 
some  of  my  letters  on  this  subject. 

SCS  Federal  Credit  Union, 

Care  of  Soil  Conservation  Service, 

Portland,  Oreg.,  June  26, 1959. 
Representative  Edith  Green, 

House  Office  Building, 

Washington,  D.G. 

Dear  Mrs.  Green:  I  am  writing  you  on  be¬ 
half  of  the  board  of  directors  and  the  mem¬ 
bership  of  the  Soil  Conservation  Service  Fed¬ 
eral  Credit  Union  located  throughout  the 
State  to  enlist  your  support  of  H.R.  5777. 

We  believe  the  22  amendments  to  the  Fed¬ 
eral  Credit  Union  Act  contained  in  this  bill 
would  be  a  big  step  forward  in  the  credit 
union  movement.  They  will  provide  a  means 
of  coping  with  the  present-day  problems 
faced  by  Federal  credit  unions  throughout 
the  country. 

We  earnestly  urge  your  support  of  this 
measure. 

Sincerely  yours, 

Byron  L.  Doneen, 

President. 


N.P.T.  Employees  Federal 

Credit  Union, 

Portland,  Oreg.,  June  29,  1959. 
Hon.  Edith  Green, 

Congresswoman,  Third  Oregon  District, 
National  House  of  Representatives, 
Washington,  D.C. 

Dear  Madam  :  By  authority  of  the  board  of 
directors  of  the  above-titled  organization,  I 
am  writing  to  beseech  your  support  of  H.R. 
5777,  now  before  the  Congress  for  considera¬ 
tion. 

The  bill,  as  proposed,  provides  22  most  im¬ 
portant  amendments  to  the  present  Federal 
Credit  Union  Act,  which  will  bring  it  up  to 
date,  and  further  serve  the  original  purpose 
and  intent  of  the  law. 

The  proposed  features  of  this  bill  have 
been  thoroughly  studied  and  have  the  whole¬ 
hearted  approval  of  our  leagues;  the  national 
association,  and  credit  union  members  in 
Oregon. 

Any  consideration  you  may  deem  feasible 
In  support  of  the  bill  will  be  much  appre¬ 
ciated  by  all  concerned. 

With  kindest  regards  to  you  and  yours, 
and  best  wishes  for  success  of  your  legisla¬ 
tive  program,  I  am. 

Most  respectfully  yours, 

Phil  Reynolds, 
Publicity  Chairman. 


Blessed  Sacrament  Parishioners, 

Federal  Credit  Union, 
Portland,  Oreg.,  June  19,  1959. 
The  Honorable  Edith  Green, 

House  Office  Building, 

Washington,  D.C. 

Dear  Mrs.  Green:  Our  credit  union  asks 
your  support  to  assure  favorable  passage  of 
bill  H.R.  5777.  This  bill  provides  22  amend¬ 
ments  to  the  Federal  Credit  Union  Act  which 
will  bllng  the  act  up  to  date. 

This  has  the  wholehearted  approval  of  our 
leagues,  national  association  and  credit  un¬ 
ion  members  in  Oregon. 

We  urgently  request  your  attention  to  this 
bill. 

Very  truly  yours, 

Phyllis  A.  Hoover, 

Treasurer. 


Weyerhaeuser  Springfield 

Federal  Credit  Union, 
Springfield,  Oreg.,  June  23,  1959. 
The  Honorable  Edith  Green, 

Representative  in  Congress, 

House  Office  Building, 

Washington,  D.C. 

Dear  Madam  :  I  wish  to  urge  your  support  of 
H.R.  5777,  which  provides  22  amendments  to 
the  Federal  Credit  Union  Act. 

This  bill  brings  the  Federal  Credit  Union 
Act  up  to  date  and  helps  to  install  modern 
business  practices  that  will  strengthen  the 
entire  credit  union  movement  and  services 
to  its  members  within  our  Nation. 

With  over  25,000  credit  unions  in  America, 
over  18.0C0  of  them  Federal  chartered  credit 
unions,  it  is  imperative  that  the  Federal 
Credit  Union  Act  be  made  Just  as  fine  an  in¬ 
strument  as  possible  to  serve  these  citizens  of 
our  Nation. 

Your  support  for  H.R.  5777  will  be  greatly 
appreciated. 

Very  truly  yours, 

Bryce  Thalman, 
Treasurer  and  Manager. 

Portland,  Oreg.,  June  25, 1959. 
Mrs.  Edith  Green, 

Representative  for  the  State  of  Oregon, 

House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Green:  As  a  member  of  the 
Jantzen  Employees  Federal  Credit  Union,  I 
am  very  much  in  favor  of  the  passage  of 
House  of  Representatives  bill  No.  5777,  which 
will  provide  needed  improvements  in  the 
current  Federal  credit  union  laws. 

Thank  you  for  any  assistance  you  may  be 
able  to  give  this. 

Yours  truly, 

Mrs.  Lillian  Galloway. 


Wadco  Employees 
Federal  Credit  Union, 
Portland,  Oreg.,  June  22,  1959. 
Congresswoman  Edith  Green, 

House  Office  Building, 

Washington,  D.C. 

Dear  Mrs.  Green:  We  respectfully  request 
your  support  of  House  bill  H.R.  5777,  which 
provides  22  amendments  to  the  Federal  Credit 
Union  Act.  This  bill  will  bring  the  act  up  to 
date. 

Your  support  will  be  most  sincerely  appre¬ 
ciated. 

Respectfully, 

E.  L.  Magnuson, 

President. 

June  19,  1959. 

Hon.  Edith  Green, 

House  Office  Building, 

Washington,  D.C. 

Dear  Mrs.  Green:  X  am  president  of  the 
Bonneville  Power  Administration  Federal 
Credit  Union.  We  have  made  a  study  of 
House  bill  H.R.  5777,  and  feel  that  this  bill 
would  bring  the  Federal  credit  union  activi¬ 
ties  up  to  date  and  this  would  be  a  benefit  to 
the  credit  unions  as  a  whole. 

Our  credit  union  provides  a  needed  service 
for  the  Federal  employees  in  this  immediate 
area  and  the  Bonneville  Power  Administra¬ 
tion  employees  throughout  the  Northwest. 

Anything  that  can  be  done  by  you  to  help 
the  credit  union  bill  will  be  a  help  to  thou¬ 
sands  of  us  who  use  the  credit  unions.  We 
would  appreciate  your  support  of  this  bill. 
Sincerely  yours, 

Louis  J.  Cowan, 

President,  Bonneville  Power  Admin¬ 
istration  Federal  Credit  Union. 

City  of  Portland  Employees 

Credit  Union, 

Portland,  Oreg.,  June  23, 1959. 
Hon.  Edith  Green, 

House  Office  Building, 

Washington,  D.C. 

Dear  Madam  :  The  members  and  officers  of 
the  City  of  Portland  Employees  Credit  Union 
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respectfully  request  you  to  do  whatever  pos¬ 
sible  to  get  H.R.  5777  passed  at  this  session 
of  Congress. 

This  Federal  Credit  Union  Act  is  needed 
by  all  the  credit  unions  to  bring  the  laws 
and  regulations  into  line  with  the  current  , 
problems  of  financing. 

Any  assistance  you  can  give  will  be  deeply 
appreciated  by  all  3,200  members  in  our 
credit  union. 

Respectfully. 

Vern  W.  Talcott, 

Treasurer. 

Portland.  Oreg.,  June  24,  1959. 
Representative  Edith  Green, 

Third  District,  State  of  Oregon, 

House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Green:  I  am  writing  to  urge 
that  H.R.  5777  receives  your  support.  This 
bill  will  bring  up  to  date  the  Federal  Credit 
Union  Act  and  make  it  possible  for  us  to 
give  our  members  better  service. 

Your  interest  in  the  passage  of  this  bill 
will  be  appreciated. 

Very  truly  yours, 

E.  Kenneth  Kluge. 

Clerks  1092  Federal  Credit  Union, 

Portland,  Oreg.,  June  24,  1959. 
Hon.  Edith  Green, 

U.S.  Representative,  State  of  Oregon, 

House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Green:  As  you  undoubtedly 
know,  hearings  are  now  in  progress  on  the 
Patman  bill  H.R.  5777  and  on  behalf  of  the 
members  of  our  credit  union,  I  again  urge 
your  support  of  the  bill. 

I  received  the  copy  of  the  bill  from  you 
in  April  and  thank  you  for  this  courtesy. 

Very  sincerely, 

(Mrs.)  Marie  Strickler, 

Treasurer. 

Sweet  Home,  Oreg.,  June  18, 1959. 
Mrs.  Edith  Green, 

Representative,  Third  District, 

House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Green  :  As  a  member  and  officer 
of  a  credit  union,  we  ask  you  to  support  bill 
H.R.  5777,  providing  22  amendments  to  the 
Federal  Credit  Union  Act.  Our  credit  union 
is  named  Willamette  National  Lumber  Co. 
Employees  Federal  Credit  Union,  at  Sweet 
Home,  Oreg.  We  acquired  our  charter  in 
December  1958  and  it  has  created  a  lot  of 
interest  in  our  community. 

We  sincerely  thank  you. 

Phil  Sturholm, 

Treasurer. 

Portland  Postal  Employees 

Credit  Union, 

Portland,  Oreg.,  June  20,  1959. 
Mrs.  Edith  Green, 

House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Green:  I  am  writing  to  advise 
you  of  our  interest  in  H.R.  5777.  Anything 
you  can  do  to  help  get  this  bill  reported  out 
of  committee  will  be  appreciated. 

You  are  no  doubt  aware  of  the  beneficial 
work  being  done  by  credit  unions.  If  the 
22  amendments  to  the  Federal  Credit  Union 
Act  embodied  in  this  bill  become  law,  it  will 
be  possible  for  Federal  credit  unions  to  give 
their  members  still  better  service  in  -many 
ways.  Our  credit  union,  chartered  by  the 
State  of  Oregon,  now  enjoys  many  of  the 
benefits  that  would  be  extended  to  Federal 
credit  unions  if  these  amendments  are 
passed.  Therefore,  we  speak  from  experience 
when  we  recommend  these  amendments  to 
the  Federal  law. 

Thanking  you  for  any  help  that  you  can 
give  us,  X  am. 

Sincerely, 

Wayne  S.  Steward, 

Secretary-Treasurer. 
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Fred  Meyer  Employees 

Federal  Credit  Union, 
Portland ,  Oreg.,  June  18, 1959. 
Hon.  Edith  Green, 

Old  House  Office  Building, 

Washington,  D.C. 

Dear  Mrs.  Green:  While  gratefully  ac¬ 
knowledging  your  past  interest  in,  and  sup¬ 
port  of,  credit  union  problems,  we  are  writ¬ 
ing  to  ask  for  your  continued  support,  spe¬ 
cifically  of  H.R.  5777  which  we  understand 
is  presently  in  committee. 

As  you  undoubtedly  know,  this  bill  is 
thoroughly  approved  by  our  informed  credit 
union  leaders,  and  its  passage  will  enable 
us  to  give  more  and  improved  service  to  our 
millions  of  credit  union  members  through¬ 
out  the  country. 

We  again  thank  you  for  your  past  and 
future  actions  in  these  matters  of  importance 
to  so  many  of  your  constituents. 

Yours  very  truly, 

Milo  L.  Walker, 

Acting  Treasurer. 

S.  P.  Brooklyn 
Federal  Credit  Union, 
Portland,  Oreg.,  June  19,  1959. 
The  Honorable  Edith  Green. 

Dear  Representative:  At  our  meeting  of 
the  board  of  directors  at  our  June  17,  1959, 
meeting,  a  motion  was  made  to  write  to  you 
requesting  your  support  of  H.R.  5777. 

Our  credit  union  has  a  membership  of 
1,400  and  we  will  appreciate  your  support 
in  passing  this  bill. 

Yours  truly, 

Conrad  Morasch, 

Treasurer. 

Multnomah  State 
Employees  Credit  Union, 
Portland,  Oreg.,  June  19,  1959. 
Hon.  Edith  Green, 

House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Green:  I  don’t  know  whether 
you  remember  me  from  P.T.A.  days,  but  again 
I  feel  there  is  certain  legislation  that  war¬ 
rants  your  support. 

At  the  present  time  I  am  an  officer  in  a 
State  credit  union  which  operates  very  sim¬ 
ilar  to  the  Federal  credit  union,  having  many 
of  the  same  problems.  For  this  reason,  all  of 
us  feel  that  H.R.  5777  is  very  desirable  legis¬ 
lation  for  the  credit  union.  Also,  the  credit 
unions  perform  a  real  service  for  members  of 
the  community. 

All  of  us  hope  that  you  can  see  your  way 
clear  to  support  this  legislation  in  an  active 
manner. 

Sincerely, 

Vinnie  J.  Bell,  President. 


N.  W.  Gasco  Federal  Credit  Union, 

Portland,  Oreg.,  June  19,  1959. 
Representative  Edith  Green, 

House  Office  Building, 

Washington,  D.C. 

Dear  Representative  Green:  On  behalf  of 
the  members  and  officers  of  the  N.  W.  Gasco 
Federal  Credit  Union,  I  wish  to  urge  your 
consideration  and  support  for  H.R.  5777. 

As  you  are  probably  aware,  the  Federal 
Credit  Union  Act  was  a  truly  excellent  piece 
of  legislation  that  has  helped  millions  of 
individuals  with  small  and  moderate  incomes 
to  save  a  part  of  what  they  earn  and  pro¬ 
vided  them  with  a  source  of  credit  at  mod¬ 
erate  rates.  However,  like  all  rules,  regula¬ 
tions,  and  laws  the  act  needs  revisions  to 
keep  in  step  with  the  changing  times  and 
conditions  within  our  country.  H.R.  5777 
provides  22  amendments  to  the  act  to  bring 
it  up  to  date,  has  been  thoroughly  studied 
and  has  the  wholehearted  approval  of  the 
Oregon  Credit  Union  League  and  of  the 
individual  members  and  officers  of  our  par¬ 
ticular  credit  union. 

Sincerely  yours, 

William  B.  Down, 

Treasurer. 


Portland,  Oreg.,  June  24,  1959. 
Representative  Edith  Green, 

Third  District,  State  of  Oregon, 

House  Office  Building, 

Washington,  D.C. 

Dear  Mrs.  Green:  As  an  individual,  di¬ 
rectly  involved  in  credit  union  activities.  I 
am  deeply  concerned  in  the  passage  of  H.R. 
5777.  This  bill  provides  a  number  of 
amendments  to  the  Federal  act  which  I  feel 
will  correct  some  of  the  policies  which  have 
prevented  us  from  giving  our  members  the 
best  possible  service. 

I  respectfully  urge  that  you  give  this  bill 
your  support. 

Very  truly  yours, 

Gene  Kaiser. 

July  9,  1959. 

Representative  Edith  Green, 

House  Office  Building, 

Washington,  D.C. 

Dear  Madam  :  In  May  of  this  year,  a  meet¬ 
ing  was  held  for  all  the  credit  unions  in  the 
State  of  Oregon.  At  this  meeting,  bill  H.R. 
5777  was  unanimously  approved. 

We,  and  I  speak  for  Albina  Federal  Credit 
Union  as  their  treasurer,  are  asking  your 
support  of  this  bill,  which  we  feel  will 
greatly  help  the  lower  income  groups  in 
their  borrowing  and  saving  plans. 

Sincerely  yours, 

G.  F.  Selby, 

Treasurer,  Albini  Federal  Credit  Union. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  York  has  expired. 
All  time  has  expired. 

The  question  is  on  the  amendment 
offered  by  the  gentleman  from  Colorado 
[Mr.  Johnson]  . 

The  question  was  taken,  and  on  a  divi¬ 
sion  (demanded  by  Mr.  Johnson  of  Colo¬ 
rado)  there  were — ayes  33,  noes  95. 

So  the  amendment  was  rejected. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Bass  of  Tennessee,  Chairman  of  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
Committee  having  had  under  considera¬ 
tion  the  bill  (H.R.  8305)  to  amend  the 
Federal  Credit  Union  Act,  pursuant  to 
House  Resolution  334,  he  reported  the 
bill  back  to  the  House. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on  the 
table. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  the  re¬ 
marks  he  made  in  the  Committee  of  the 
Whole  and  include  extraneous  matter.) 


GENERAL  LEAVE  TO  EXTEND 

Mr.  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  within  which 
to  revise  and  extend  their  remarks  on 
the  bill  just  passed. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky? 

There  was  no  objection. 


CONSTITUTIONAL  AMENDMENT  TO 

PROTECT  MORAL  STANDARDS 

(Mr.  DOWDY  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  DOWDY.  Mr.  Speaker,  I  have  to¬ 
day  introduced  a  joint  resolution  pro¬ 
posing  an  amendment  to  the  Constitu¬ 
tion  to  restore  the  power  of  the  States  to 
protect  the  moral  standards  of  their 
citizens. 

Such  an  amendment  has  been  made 
necessary  by  virtue  of  the  decision  by 
the  Supreme  Court  on  June  29,  1959,  in 
the  case  of  Kingsley  International  Pic¬ 
tures  Corporation  against  the  Regents 
of  the  University  of  the  State  of  New 
York,  which  effectively  strikes  down 
every  statutory  prohibition  against  ob¬ 
scenity,  pornography  and  immorality 
that  has  ever  been  enacted  by  any  legis¬ 
lative  body  in  this  country  of  ours.  If 
this  decision  is  adhered  to,  or  permitted 
to  stand,  then  truly  we  will  reach  the 
depths  of  depravity.  / 

The  New  York  statute  provided  for 
denial  of  a  license  to  motion  pictures 
“which  are  immoral  in  that  they  portray 
‘acts  of  sexual  immorality  as  desirable 
acceptable  or  proper  patterns  of  be¬ 
havior.’  ”  The  film  involved  approvingly 
portrays  adulterous  relationship.  The 
opinion  of  the  court  is  that  the  picture 
advocates  an  idea,  namely,  that  adultery 
may  be  proper  behavior,  and  that  free¬ 
dom  to  advocate  such  an  idea  is  guaran¬ 
teed  by  the  first  amendment. 

The  authors  of  the  first  amendment 
were  God-fearing  men,  and  certainly  had 
no  idea  that  their  words  could  ever  be  so 
misconstrued  and  misused. 

This  amendment  should  be  promptly 
submitted  to  the  States  for  ratification. 


ADJOURNMENT  TO  AUGUST  3 

Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  that  when  the 
House  adjourns  today  it  adjourn  to  meet 
on  Monday  next. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Massachusetts?  . 
here  was  no  objection. 

INTERIM  AUTHORITY  TO  SPEAKER 
AND  CLERK 

Mr.  Mc&ORMACK.  Mr.  Speaker,  I  ask 
unanimous  annsent  that  notwithstanding 
the  adjournment  of  the  House  until 
Monday  next  nae  Clerk  may  be  author¬ 
ized  to  receive  messages  from  the  Senate 
and  that  the  Speaker  may  be  authorized 
to  sign  any  enrolleasbills  and  joint  reso¬ 
lutions  duly  passed  bv  the  two  Houses 
and  found  truly  enrolle 

The  SPEAKER.  Is  ttikre  objection  to 
the  request  of  the  gentleman  from 
Massachusetts  ? 

There  was  no  objection. 


DISPENSING  WITH  CALENDAR 
WEDNESDAY 

Mr.  McCORMACK.  Mr.  Speaker,  I  aS^c 
unanimous  consent  that  the  business  i 
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the  lXquest  of  the  gentleman  from 
Massachusetts? 

There  Vas  no  objection. 

HOUSING  'FOR  SENIOR  CITIZENS 

(Mr.  JOHNSbN  of  Colorado  asked  and 
was  given  permission  to  extend  his  re¬ 
marks  at  this  pomt  in  the  Record  and 
include  a  statement 

Mr.  JOHNSON 
^Speaker,  for  more  tha: 
been  interested  in  the 
programs,  both  public  a: 
provide  economic  security 
Fortunately,  the  great  huma: 
mass  poverty  in  old  age,  dra 


Colorado.  Mr. 
25  years  I  have 
evelopment  of 
private,  to 
n  old  age. 
ragedy  of 
tized  by 


the  great  depression,  is  now  largely  be¬ 
hind  us. 

For  the  past  5  years  I  have  'tween 
deeply  involved  in  demonstrating  that 
we  can,  by  a  combination  of  public  an 
private  action,  provide  decent  housings 
and  neighborhoods  for  our  senior  citi¬ 
zens,  at  prices  they  can  afford,  without 
subsidy. 

The  Congress  is  now  considering — 
through  hearings  on  H.R.  4700 — the 
Forand  bill,  how  a  combination  of  pub¬ 
lic  and  private  action  may  provide  suit¬ 
able  insurance  against  the  high  cost  of 
health  hazards  in  old  age. 

I  believe  the  Members  will  be  inter¬ 
ested  in  the  testimony  of  President 
Eisenhower’s  recent  Commissioner  of 
Social  Security,  Dr.  Charles  I.  Schott- 
land,  offered  before  the  Ways  and  Means 
Committee  on  July  14,  1959: 

Statement  on  H.R.  4700  by  Dr.  Charles  I. 

SCHOTTLAND,  DEAN,  FLORENCE  HELLER  SCHOOL 

for  Advanced  Studies  ln  Social  Welfare, 

Brandeis  University,  July  14,  1959 

Mr.  Chairman  and  members  of  the  com¬ 
mittee,  my  name  is  Charles  I.  Schottland, 
and  I  am  here  as  the  representative  of  the 
National  Association  of  Social  Workers.  By 
way  of  further  identification,  I  was  Com¬ 
missioner  of  Social  Security  from  July  1954, 
having  been  appointed  to  that  position  by 
President  Eisenhower,  to  December  1958, 
when  I  resigned  to  become  dean  of  the  Flor¬ 
ence  Heller  Graduate  School  for  Advanced 
Studies  in  Social  Welfare  at  Brandeis  Uni-; 
versity.  Prior  to  that  time,  I  was  director 
the  California  Department  of  Social  Welfare 
to  which  position  I  was  appointed  by/the 
then  Governor,  Earl  Warren. 

Since  1927,  when  I  entered  the  social  wel¬ 
fare  field,  I  have  frequently  been  engaged  in 
programs  involving  medical  care  for  the 
aged,  and  it  is  out  of  this  experience  and 
study  that  I  have  come  to  some  of  the  con¬ 
clusions  which  I  am  setting  iorth  today. 

My  testimony  today  will/ie  brief  because 
I  think  both  the  problerr/and  the  solution 
can  be  briefly  stated. 

the  pr 

The  problem  is  m/  easily  stated  one  al¬ 
though  one  of  gigantic  proportions.  The 
aged  in  the  United  States  are  increasing 
rapidly.  Today^e  have  15.5  million  persons 
over  65.  Tom^frow  at  this  time  there  will  be 
1,000  more  sjfch  persons  since  that  is  ap¬ 
proximately/the  daily  net  increase.  But  it 
is  not  only  a  question  of  large  numbers  of 
persons  pver  65.  Because  of  the  improve¬ 
ments  in  medical  care  and  in  our  standards 
of  living,  more  persons  are  living  to  a  ripe 
old  iige.  Of  all  persons  65  and  over,  more 
than  one-third  have  passed  their  75th  birth- 
sy.  One  in  seven  is  in  the  eighties,  and 


most  most  of  them  are  women;  the  women 
exceeding  the  men  by  nearly  120  to  100. 
There  are,  I  understand,  more  than  5,000 
persons  in  the  United  States  over  100  years  of 
age  and  some  of  them  are  actually  working 
and  paying  their  social  security  taxes. 

With  old  age  have  come  the  usual  diseases 
of  age  and  senility — diseases  which  are  long 
in  duration  and  chronic  illnesses  which  fre¬ 
quently  require  expensive  care  in  hospitals. 

INCOME  OF  THE  AGED  • 

Any  casual  analysis  of  the  income  position 
of  the  aged  in  the  United  States  reveals  the 
very  simple  truth  that  by  and  large  the  aged 
in  this  country  cannot  afford  to  pay  for  ex¬ 
pensive  medical  care.  Sixteen  percent  of  the 
aged  receive  old  age  assistance  which  means 
that  they  meet  very  strict  standards  of  need. 
Another  million  aged  persons  are  receiving 
pensions  because  of  the  death  or  retirement 
of  a  Government  employee  or  railroad  worker 
and  almost  a  million  are  receiving  veterans’ 
pensions  because  of  previous  military  service. 
In  1956  and  1957,  three-fifths  of  all  people 
65  and  over  had  less  than  $1,000  in  jgioney 
income.  Only  one-fifth  had  more  than 
$2,000.  Of  all  couples  with  a  husband  age 
65  and  over,  almost  half  had  cash  incomes  of 
les  than  $2,000  in  1956.  Half  of  the  aged 
ersons  living  alone  or  with  nonrelatives  had, 
incomes  of  less  than  $900.  Even  this  smal 
inhume  is  not  reasonably  certain  since  much 
of  what  goes  into  these  averages  comes  fCom 
employment  and  other  sources  whicli  de¬ 
crease's  age  increases.  Almost  half  (45 
percentXof  the  total  income  of  the  aged 
comes  from  income  maintenance  .programs, 
primarily  Npial  security  and  o/her  public 
programs. 

The  probleirMs  simply  stated.  When  the 
aged  have  expensive  hospitalization  or  nurs¬ 
ing  home  care  fnwuentlv/amounting  to  as 
much  as  $20  to  $30V  da/or  more,  they  sim¬ 
ply  are  unable  to  meto/his  unusual  and  ex¬ 
pensive  medical  care  wQ.  While  I  was  Com¬ 
missioner  of  Social  JSecVuity,  the  Social  Se¬ 
curity  Administration  conducted  a  survey  of 
the  OASI  benei/iaries  irk  1957.  This  re¬ 
vealed  that  among  the  agecrScouples  52  per¬ 
cent  had  medical  bills  of  mone  than  $200  a 
year;  of  th/single  persons,  oB,e-third  had 
medical  bufs  of  more  than  $300.  Relate 
these  figi^rs  of  medical  expenditure  to  the 
limited  /come  of  the  aged  and  theXroblem 
is  clea/-the  aged  in  the  United  States  do 
not  Ifave  sufficient  income  to  meeXthe 
mounting  costs  of  hospitalization  or  oWer 
lojig-term  care. 

THE  SOLUTION 

What  is  the  solution  to  the  problem?  In 
the  United  States  we  have  developed  one 
of  the  highest  standards  of  medical  care  in 
the  world.  Our  physicians,  our  dentists,  and 
other  members  of  the  healing  arts  profes¬ 
sions  have  combined  to  give  us  a  system  of 
medicine  equal  to  any.  We  have  learned 
much  about  the  prevention,  diagnosis,  and 
treatment  of  disease,  and  I  think  that  the 
medical  professions  and  allied  medical  groups 
can  take  just  pride  in  what  they  have  ac¬ 
complished,  and  the  contributions  they  have 
made  to  our  American  society.  But  the  pre¬ 
vention,  diagnosis,  and  treatment  of  disease 
is  one  thing,  and  the  economic  arrange¬ 
ments  under  which  persons  are  able  to  pur¬ 
chase  medical  care  is  another.  The  former 
is  the  province  of  the  physician  and  the 
allied  medical  professions.  The  latter  is  the 
problem  of  all  of  us. 

Medical  care  today  in  the  United  States 
is  just  like  any  other  commodity.  It  is 
available  to  those  who  have  the  purchase 
price.  If  they  do  not  have  the  purchase 
price,  some  may  obtain  such  commodity  by 
going  on  relief. 

Now  there  are  only  a  few  alternative  meth¬ 
ods  of  obtaining  the  funds  necessary  to 
purchase  medical  care.  Let  me  explore  with 
you  these  several  methods. 


(1)  The  Individual:  The  tradtional  methq 
of  paying  for  medical  cars  is  that  of  payment 
through  the  individual’s  resources.  /For 
many  aged,  this  can  result  in  an  excellent 
medical  care  program.  But  as  already  indi¬ 
cated  in  the  few  figures  I  have  presented  on 
the  income  status  of  the  aged/ very  few 
can  afford  extensive  hospitalization  or  nurs¬ 
ing  home  care.  For  the  averag/ aged  person, 
an  occasional  doctor’s  bill  or  dentist’s  bill 
or  an  occasional  pair  of  glasses  or  drugs 
may  be  met  from  his  income  or  other  re¬ 
sources.  But  for  the ylrast  majority  the 
payment  of  hospital  bi/s  or  extensive  nurs¬ 
ing  home  care  is  ou/of  the  question.  We, 
therefore,  must  beoome  reconciled  to  the 
fact  that  paymeni/ of  medical  bills  by  the 
individual  will  not  take  care  of  the  rank 
and  file  of  aged  .people. 

(2)  Volunt/y  organizations:  A  second 
method  of  handling  the  problem  would  be 
through  philanthropic  medical  and  social 
welfare  agencies.  Private  hospitals  have 
provide/  yeoman  service  in  giving  medical 
care  t/the  indigent  of  our  country,  but  they 
have/reached  the  point  where  they  are  no 
longer  able  to  serve  the  increasing  aged  pop¬ 
ulation.  Many  of  our  hospitals  face  tre¬ 
mendous  deficits  because  of  free  service  to 

/the  aged,  and  Blue  Cross  and  other  pro¬ 
grams  have  found  it  increasingly  difficult  to 
finance  medical  care  for  this  segment  of  the 
population.  I  hope  that  voluntary  effort 
through  hospitals,  social  welfare  agencies, 
and  other  such  groups  will  continue,  that 
the  sources  of  funds  for  such  voluntary  ef¬ 
fort  will  increase,  and  that  they  will  con- 
tine  to  make  their  contribution  as  voluntary 
agencies  to  the  solution  of  this  difficult 
problem.  But  I  think  that  the  representa¬ 
tives  of  these  voluntary  agencies  engaged  in 
medical  care  would  be  the  first  to  admit 
that  they  are  in  no  position  to  make  sub¬ 
stantial  increased  contributions  to  the  med¬ 
ical  care  costs  of  the  15%  million  aged  in 
the  United  States. 

(3)  Public  assistance:  A  third  method  of 
taking  care  of  the  problem  would  be  to 
provide  a  very  extensive  system  of  public 
relief  or  public  assistance  for  persons  who 
cannot  pay  the  medical  care  bill.  This  year, 
almost  half  a  billion  dollars  will  be  spent 
by  Federal,  State,  and  local  communities  to 
care  for  the  medically  indigent  through 
public  assistance  alone.  Many  persons  re¬ 
ceiving  old-age  assistance  are  receiving  old- 
age  assistance  almost  entirely  because  of 
their  medical  care  needs.  In  other  words, 
were  it  not  for  medical  care  bills,  these 
aged  would  be  self-supporting  or  living  on 

^their  old-age  and  survivors  insurance  ben- 
its.  I  wonder  how  many  Americans  feel 
tftat  it  is  sound  practice  to  force  a  person 
toXo  on  public  relief  in  order  to  receive 
medhxU  care.  It  seems  to  me  that  this  is 
unsouW  in  theory  and  is  not  in  accordance 
with  American  tradition.  Furthermore, 
public  aXistance  is  a  State  program.  In 
many  Starts  persons  without  income  will 
not  qualifyXecause  of  other  assets,  such  a: 
real  propertyX  In  some  States  the  aged  do 
not  qualify  unui  they  have  been  in  residence 
for  5  years;  ancXi  variety  of  other  restric¬ 
tions  makes  it  impractical  to  think  of  pub¬ 
lic  assistance  as  arXmswer  to  the  problem. 

(4)  Voluntary  in^Tance:  Another  ap¬ 
proach  to  the  probleX  would  be  through 
voluntary  insurance.  Biere  is  no  question 
that  voluntary  insurancXfor  the  aged  has 
made  tremendous  progresX  in  the  United 
States.  The  voluntary  prepayment  of  hos¬ 
pital  and  medical  costs  has  \on  wide  ac¬ 
ceptance  and  today,  some  72  pXcent  of  the 
total  population  are  covered  byXpme  form 
of  hospitalization  insurance.  I  belteve  that 
the  insurance  industry  has  made  a Voman 
effort  to  make  a  contribution  to  the  solution 
of  the  problem  of  costs  of  medical  Xare 
among  the  aged.  In  the  past  few  years  She 
percentage  of  aged  with  some  form  of  meafc 
cal  insurance  has  risen  rapidly.  In  the  1957 
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AM  ACT 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa - 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  the  Federal  Credit  Union  Act  (48  Stat.  1216;  12 

4  U.S.C.,  secs.  1751-1772)  is  amended  to  read  as  follows: 

5  “short  title 

6  “Section  1.  This  Act  may  be  cited  as  the  ‘Federal 

7  Credit  Union  Act’. 

8  “definitions 

9  “Sec.  2.  As  used  in  this  Act — 

10  “  ( 1 )  the  term  ‘Federal  credit  union’  means  a 

11  cooperative  association  organized  in  accordance  with  the 
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provisions  of  this  Act  for  the  purpose  of  promoting  thrift 
among  its  members  and  creating  a  source  of  credit  for 
provident  or  productive  purposes; 

“  (2)  the  term  ‘Bureau’  means  the  Bureau  of  Fed¬ 
eral  Credit  Unions;  and 

“(3)  the  term  ‘Director’  means  the  Director  of 
the  Bureau  of  Federal  Credit  Unions. 

“creation  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health, 
Education,  and  Welfare  a  Bureau  of  Federal  Credit  Unions, 
which  shall  be  under  the  supervision  of  a  Director  appointed 
by  the  Secretary  of  Health,  Education,  and  Welfare.  The 
Bureau  of  Federal  Credit  Unions  and  the  Director  shall  be 
under  the  general  direction  and  supervision  of  the  Secretary. 
“federal  credit  union  organization 
“Sec.  4.  Any  seven  or  more  natural  persons  who  desire 
to  form  a  Federal  credit  union  shall  subscribe  before  some 
officer  competent  to  administer  oaths  an  organization  certifi¬ 
cate  in  duplicate  which  shall  specifically  state — 

“  ( 1 )  the  name  of  the  association ; 

“(2)  the  location  of  the  proposed  Federal  credit 
union  and  the  territory  in  which  it  will  operate; 

“  (3)  the  names  and  addresses  of  the  subscribers  to 
the  certificate  and  the  number  of  shares  subscribed  by 
each; 
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“  (4)  the  par  value  of  the  shares,  which  shall  be  $5 
each; 

“  (5)  the  proposed  field  of  membership,  specified  in 
detail ; 

“(6)  the  term  of  the  existence  of  the  corporation, 
which  may  be  perpetual;  and 

“  (7)  the  fact  that  the  certificate  is  made  to  enable 
such  persons  to  avail  themselves  of  the  advantages  of 
this  Act. 

Such  organization  certificate  may  also  contain  any  pro¬ 
visions  approved  by  the  Director  for  the  management  of  the 
business  of  the  association  and  for  the  conduct  of  its  affairs 
and  relative  to  the  powers  of  its  directors,  officers,  or  stock¬ 
holders. 

‘Approval  of  organization  certificate 
“Sec.  5.  The  organization  certificate  shall  be  presented 
to  the  Director  for  approval.  Before  any  organization  cer¬ 
tificate  is  approved,  an  appropriate  investigation  shall  be 
made  for  the  purpose  of  determining  (1)  whether  the  or¬ 
ganization  certificate  conforms  to  the  provisions  of  this  Act; 

(2)  the  general  character  and  fitness  of  the  subscribers 
thereto;  and  (3)  the  economic  advisability  of  establishing 
the  proposed  Federal  credit  union.  Upon  approval  of  such 
organization  certificate  by  the  Director  it  shall  be  the  char¬ 
ter  of  the  corporation,  and  one  of  the  originals  thereof  shall 
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be  delivered  to  the  corporation  after  the  payment  of  the  fee 
required  therefor.  Upon  such  approval  the  Federal  credit 
union  shall  he  a  body  corporate  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the 
powers  and  charged  with  all  of  the  liabilities  conferred  and 
imposed  by  this  Act  upon  corporations  organized  hereunder. 

“fees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident 
to  the  ascertainment  of  whether  an  organization  certificate 
should  be  approved,  the  subscribers  to  any  such  certificate 
shall  pay,  at  the  time  of  filing  their  organization  certificate, 
the  amount  prescribed  by  the  Director,  which  shall  not 
exceed  $20  in  any  case;  and  on  the  approval  of  any 
organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal 
credit  union  shall  pay  to  the  Bureau,  for  the  preceding 
calendar  year,  a  supervision  fee  in  accordance  with  a  grad¬ 
uated  scale  prescribed  by  regulation  on  the  basis  of  assets 
as  of  December  31  of  such  preceding  year,  but  such  fee 
shall  in  no  event  be  less  than  $10  nor  more  than  the  appli¬ 
cable  amount  specified  in  the  following  table: 

“Total  assets  Maximum  fee 

$500,000  or  less -  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 -  $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 
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All  such  fees  shall  be  deposited  with  the  Treasurer  of  the 
United  States  for  the  account  of  the  Bureau  and  may  be 
expended  by  the  Director  for  such  administrative,  super¬ 
visory,  and  other  expenses  incurred  in  carrying  out  the  pro¬ 
visions  of  this  Act  as  he  may  determine  to  be  proper,  the 
purpose  of  such  fees  being  to  defray  such  expenses  as  far 
as  practicable.  No  annual  supervision  fee  shall  be  payable 
by  a  Federal  credit  union  with  respect  to  the  year  in  which 
its  charter  is  issued,  or  in  which  final  distribution  is  made 
in  its  liquidation  or  the  charter  is  otherwise  canceled. 
“reports  and  examinations 
“Sec.  7.  Federal  credit  unions  shall  be  under  the 
supervision  of  the  Director,  and  shall  make  financial  reports 
to  him  as  and  when  he  may  require,  but  at  least  annually. 
Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records 
accessible  to,  any  person  designated  by  the  Director.  The 
Director  shall  fix  a  scale  of  examination  fees  to  be  paid 
by  Federal  credit  unions,  giving  due  consideration  to  the 
time  and  expense  incident  to  such  examinations,  and  to 
the  ability  of  Federal  credit  unions  to  pay  such  fees,  which 
fees  shall  be  assessed  against  and  paid  by  each  Federal 
credit  union  promptly  after  the  completion  of  such  exami¬ 
nation.  Examination  fees  collected  under  the  provisions  of 
this  section  shall  be  deposited  to  the  credit  of  the  special 
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fund  created  by  section  6,  and  shall  be  available  for  the 
purposes  specified  in  such  section. 

“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succession 
in  its  corporate  name  during  its  existence  and  shall  have 
power — 

“(1)  to  make  contracts; 

“  (2)  to  sue  and  be  sued; 

“(3)  to  adopt  and  use  a  common  seal  and  alter 
the  same  at  pleasure; 

“(4)  to  purchase,  hold,  and  dispose  of  property 
necessary  or  incidental  to  its  operations; 

“(5)  to  make  loans  with  maturities  not  exceeding 
five  years  to  its  members  for  provident  or  productive 
purposes  upon  such  terms  and  conditions  as  this  Act 
and  its  bylaws  provide  and  as  the  credit  committee  or 
a  loan  officer  may  approve,  at  rates  of  interest  not  ex¬ 
ceeding  1  per  centum  per  month  on  unpaid  balances, 
inclusive  of  all  charges  incident  to  making  the  loan; 
except  that  no  loans  to  a  director  or  member  of  the 
supervisory  or  credit  committee  shall  exceed  the  amount 
of  his  holdings  in  the  Federal  credit  union  as  represented 
by  shares  thereof  plus  the  total  unencumbered  and  un- 
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pledged  shareholdings  in  the  Federal  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such 
director  or  committee  member.  No  director  or  member 
of  the  supervisor}'  or  credit  committee  shall  endorse  for 
borrowers.  A  borrower  may  repay  his  loan,  prior  to 
maturity,  in  whole  or  in  part  on  any  business  day.  The 
taking,  receiving,  reserving,  or  charging  of  a  rate  of 
interest  greater  than  is  allowed  by  this  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire 
interest  which  the  note,  bill,  or  other  evidence  of  debt 
carries  with  it,  or  which  has  been  agreed  to  be  paid 
thereon.  If  such  greater  rate  of  interest  has  been  paid, 
the  person  by  whom  it  has  been  paid,  or  his  legal  repre¬ 
sentatives,  may  recover  back  from  the  credit  union  taking 
or  receiving  the  same,  in  an  action  in  the  nature  of  an 
action  of  debt,  the  entire  amount  of  interest  paid;  but 
such  action  must  be  commenced  within  two  years 
from  the  time  the  usurious  collection  was  made. 
Loans  shall  he  paid  or  amortized  in  accordance  with 
rules  and  regulations  prescribed  by  the  Director  after 
taking  into  account  the  needs  or  conditions  of  the  bor¬ 
rowers,  the  amounts  and  duration  of  the  loans,  the  in¬ 
terests  of  the  members  and  the  credit  unions,  and  such 
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other  factors  as  the  Director  deems  relevant,  but  such 
rules  and  regulations  shall  not  require  pajunents  more 
frequently  than  annually; 

“(6)  to  receive  from  its  members  payments  on 
shares ; 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively 
to  members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (0)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  or  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation; 

“(8)  to  make  deposits  in  national  banks  and  in 
State  banks,  trust  companies,  and  mutual  savings  banks 
operating  in  accordance  with  the  laws  of  the  State  in 
which  the  Federal  credit  union  does  business; 

“(9)  to  borrow,  in  accordance  with  such  rules  and 
regulations  as  may  be  prescribed  by  the  Director,  from 
any  source,  in  an  aggregate  amount  not  exceeding  50 
per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit  union  may 
discount  with  or  sell  to  any  Federal  intermediate  credit 
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bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital ; 

“  (10)  to  levy  late  charges,  in  accordance  with  the 
bylaws,  for  failure  of  members  to  meet  promptly  their 
obligations  to  the  Federal  credit  union; 

“  ( 11)  to  impress  and  enforce  a  lien  upon  the  shares 
and  dividends  of  any  member,  to  the  extent  of  any  loan 
made  to  him  and  any  dues  or  charges  payable  by  him; 

“  ( 12)  in  accordance  with  rules  and  regulations  pre¬ 
scribed  by  the  Director,  to  sell  to  members  negotiable 
checks  (including  travelers  checks)  and  money  orders, 
and  to  cash  checks  and  money  orders  for  members,  for 
a  fee  which  does  not  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service ;  and 

“(13)  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on 
effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Fed¬ 
eral  credit  unions  the  Director  shall  from  time  to  time  cause 
to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by 
Federal  credit  union  incorporators,  and  shall  be  supplied  to 
them  on  request.  At  the  time  of  presenting  the  organization 
H.  B,  8305 - 2 
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certificate  the  incorporators  shall  also  submit  proposed  by¬ 
laws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  con¬ 
sist  of  the  incorporators  and  such  other  persons  and  incor¬ 
porated  and  unincorporated  organizations,  to  the  extent 
permitted  by  rules  and  regulations  prescribed  by  the  Di¬ 
rector,  as  may  be  elected  to  membership  and  as  such  shall 
each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee;  except  that 
Federal  credit  union  membership  shall  be  limited  to  groups 
having  a  common  bond  of  occupation  or  association,  or  to 
groups  within  a  well-defined  neighborhood,  community,  or 
rural  district.  Shares  may  be  issued  in  joint  tenancy  with 
right  of  survivorship  with  any  persons  designated  by  the 
credit  union  member,  but  no  joint  tenant  shall  be  permitted 
to  vote,  obtain  loans,  or  hold  office,  unless  he  is  within  the 
field  of  membership  and  is  a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions 
shall  end  December  31.  The  annual  meeting  of  each  Fed¬ 
eral  credit  union  shall  be  held  at  such  time  during  the  month 
of  the  following  January  and  at  such  place  as  its  bylaws  shall 
prescribe.  Special  meetings  may  be  held  in  the  manner 
indicated  in  the  bylaws.  No  member  shall  be  entitled  to 
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vote  by  proxy,  but  a  member  other  than  a  natural  person 
may  vote  through  an  agent  designated  for  the  purpose.  Ir¬ 
respective  of  the  number  of  shares  held  by  him,  no  member 
shall  have  more  than  one  vote. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors, 
and  a  credit  committee  of  not  less  than  three  members,  all 
to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members,  and  by  a  supervisory  committee  of  three  mem¬ 
bers,  one  of  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  board.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as 
original  appointments  to  such  committee.  All  members  of 
the  board  and  of  such  committees  shall  hold  office  for  such 
terms,  respectively,  as  the  bylaws  may  provide.  A  record  of 
the  names  and  addresses  of  the  members  of  the  board  and 
such  committees  and  of  the  officers  of  the  credit  union  shall 
be  filed  with  the  Bureau  within  ten  days  after  their  election 
or  appointment.  No  member  of  the  board  or  of  either  such 
committee  shall,  as  such,  be  compensated. 

“officers 

“Sec.  13.  At  their  first  meeting  after  the  annual  meet¬ 
ing  of  the  members,  the  directors  shall  elect  from  their  num¬ 
ber  a  president,  one  or  more  vice  presidents,  a  secretary,  and 
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a  treasurer,  who  shall  be  the  executive  officers  of  the  cor¬ 
poration.  No  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such.  The  offices  of  secretary  and  treas¬ 
urer  may  be  held  by  the  same  person.  The  duties  of  the 
officers  shall  be  as  determined  by  the  bylaws,  except  that  the 
treasurer  shall  he  the  general  manager  of  the  corporation. 
Before  the  treasurer  shall  enter  upon  his  duties  he  shall  give 
bond  with  good  and  sufficient  surety,  in  an  amount  and  char¬ 
acter  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the 
Director,  conditioned  upon  the  faithful  performance  of  his 
trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least 
once  a  month  and  shall  have  the  general  direction  and  con¬ 
trol  of  the  affairs  of  the  corporation.  Minutes  of  all  such 
meetings  shall  be  kept.  Among  other  things  they  shall  act 
upon  applications  for  membership ;  require  any  officer  or  em¬ 
ployee  having  custody  of  or  handling  funds  to  give  bond 
with  good  and  sufficient  surety  in  an  amount  and  character 
to  be  determined  by  the  board  of  directors  in  compliance 
with  regulations  prescribed  from  time  to  time  by  the  Di¬ 
rector,  and  authorize  the  payment  of  the  premium  or  pre¬ 
miums  therefor  from  the  funds  of  the  Federal  credit  union; 
fill  vacancies  in  the  board  and  in  the  credit  committee  until 
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1  successors  elected  at  the  next  annual  meeting  have  qualified; 

2  have  charge  of  investments  other  than  loans  to  members; 

3  determine  from  time  to  time  the  maximum  number  of  shares 

4  that  may  be  held  by  an  individual;  subject  to  the  limitations 

5  of  this  Act,  determine  the  interest  rates  on  loans  and  the 

6  maximum  amount  which  may  be  loaned  with  or  without 

7  security  to  any  member;  subject  to  such  regulations  as  m».y 

# 

8  be  issued  by  the  Director,  authorize  an  interest  refund  to 

9  members  of  record  at  the  close  of  business  on  December  31 

10  in  proportion  to  the  interest  paid  by  them  during  that  year; 

11  and  provide  for  compensation  of  necessary  clerical  and  au- 

12  diting  assistance  requested  by  the  supervisory  committee,  and 

13  of  loan  officers  appointed  by  the  credit  committee.  The 

14  board  may  appoint  an  executive  committee  of  not  less  than 

15  three  directors  to  act  for  it  in  the  purchase  and  sale  of  secu- 

16  rities  or  the  making  of  loans  to  other  credit  unions,  or  both. 

17  Such  executive  committee  or  a  membership  officer  appointed 

18  by  the  board  from  among  the  members  of  the  credit  union, 

19  other  than  the  treasurer,  an  assistant  treasurer,  or  a  loan  offi- 

30  cer,  may  he  authorized  by  the  board  to  approve  applications 

31  for  membership  under  such  conditions  as  the  board  may  pre- 

32  scribe;  except  that  such  committee  or  membership  officer  so 

23  authorized  shall  submit  to  the  board  at  each  monthly  meet- 

24  ing  a  list  of  approved  or  pending  applications  for  member- 

25  ship  received  since  the  previous  monthly  meeting,  together 
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with  such  other  related  information  as  the  bylaws  or  the 
board  may  require. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meet¬ 
ings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  to  consider  appli¬ 
cations  for  loans.  Reasonable  notice  of  such  meetings  shall 
be  given  to  all  members  of  the  committee.  No  loan  shall  be 
made  unless  it  is  approved  by  a  majority  of  the  entire  com¬ 
mittee  and  by  all  members  of  the  committee  who  are  present 
at  the  meeting  at  which  the  application  is  considered ;  except 
that  the  credit  committee  may  appoint  one  or  more  loan  offi¬ 
cers,  and  delegate  to  him  or  them  the  power  to  approve  loans 
up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if 
such  excess  is  fully  secured  by  unpledged  shares.  Each 
loan  officer  shall  furnish  to  the  credit  committee  a  record 
of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All 
loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by 
the  credit  committee.  No  individual  sliall  have  authority  to 
disburse  funds  of  the  Federal  credit  union  for  any  loan  which 
has  been  approved  by  him  in  his  capacity  as  a  loan  officer. 
Not  more  than  one  member  of  the  credit  committee  may 
be  appointed  as  a  loan  officer.  Applications  for  loans 
shall  be  made  on  forms  prepared  by  such  committee, 
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which  shall  set  forth  the  purpose  for  which  the  loan  is 
desired,  the  security,  if  any,  and  such  other  data  as  may 
be  required.  No  loan  shall  be  made  to  any  member  which 
causes  such  member  to  become  indebted  to  the  Federal 
credit  union  in  an  aggregate  amount,  upon  loans  made  to 
such  member,  which  is  in  excess  of  $200  or  10  per  centum 
of  the  credit  union’s  paid-in  unimpaired  capital  and  surplus, 
whichever  is  greater,  or  in  excess  of  $1,000  unless  such  ex¬ 
cess  over  $1,000  is  adequately  secured.  For  the  purposes 
of  this  section  an  assignment  of  shares  or  the  endorsement 
of  a  note  shall  be  deemed  security. 

“supervisory  committee 
“Sec.  16.  The  supervisory  committee  shall  make  or 
cause  to  be  made,  at  least  quarterly,  an  examination  of  the 
affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
books;  shall  make  or  cause  to  be  made  a  report  of  its 
quarterly  examination  to  the  board  of  directors;  shall  make 
or  cause  to  be  made  an  annual  audit,  a  report  of  which 
shall  be  submitted  to  the  members  at  the  next  annual  meet¬ 
ing  of  the  corporation;  may  suspend  by  a  unanimous  vote 
any  officer  of  the  corporation  or  any  member  of  the  credit 
committee  or  of  the  board  of  directors,  until  the  next  mem¬ 
bers’  meeting,  which  members’  meeting  shall  be  held  not 
less  than  seven  nor  more  than  fourteen  days  after  such 
suspension  and  at  which  meeting  such  suspension  shall  be 
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acted  upon  by  the  members;  and  may  call  by  a  majority 
vote  a  special  meeting  of  the  shareholders  to  consider 
any  violation  of  this  Act,  the  charter,  or  the  bylaws,  or 
any  practice  of  the  corporation  deemed  by  the  supervisory 
committee  to  be  unsafe  or  unauthorized.  Any  member  of 
the  supervisory  committee  may  be  suspended  by  the 
board  of  directors.  The  members  shall  decide,  at  a  meet¬ 
ing  held  not  less  than  seven  nor  more  than  fourteen  days 
after  any  such  suspension,  whether  the  suspended  com¬ 
mittee  member  shall  be  removed  from  or  restored  to  the 
supervisory  committee.  The  supervisoiy  committee  shall 
cause  the  passbooks  and  accounts  of  the  members  to  be 
verified  with  the  records  of  the  treasurer  from  time  to  time, 
and  not  less  frequently  than  once  every  two  years.  As  used 
in  this  section,  the  term  ‘passbook’  shall  include  any  book, 
statement  of  account,  or  other  record  approved  by  the  Di¬ 
rector  for  use  by  Federal  credit  unions. 

“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the 
bylaws  and  20  per  centum  of  the  net  earnings  of  each  divi¬ 
dend  period,  before  the  declaration  of  any  dividends,  shall  be 
set  aside  as  a  regular  reserve  against  losses  on  bad  loans  and 
such  other  losses  as  may  be  specified  in  the  bylaws  in  accord¬ 
ance  with  regulations  prescribed  under  this  Act:  Provided, 
however,  That  when  the  regular  reserve  thus  established  shall 
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equal  10  per  centum  of  the  total  amount  of  members’  share¬ 
holdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  ex¬ 
cess  of  20  per  centum  of  the  net  earnings  as  may  be  needed 
to  maintain  this  10  per  centum  ratio  shall  continue  to  be 
transferred.  In  addition  to  such  regular  reserve,  special  re¬ 
serves  to  protect  the  interests  of  members  shall  be  established 
when  required  (1)  by  regulation,  or  (2)  in  any  special 
case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may 
provide,  and  after  provision  for  the  required  reserves,  the 
board  of  directors  may  declare  a  dividend  to  be  paid  from 
the  remaining  net  earnings.  Such  dividend  shall  be  paid  on 
all  paid-up  shares  outstanding  at  the  end  of  the  period  for 
which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  dividend  period  and  are  outstanding  at 
the  close  of  the  period  shall  be  entitled  to  a  proportional  part 
of  such  dividend.  Dividend  credit  for  a  month  may  be  ac¬ 
crued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  five  days  of  that  month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds 
vote  of  the  members  of  a  Federal  credit  union  present  at 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


18 

a  special  meeting  called  for  the  purpose,  but  only  after  an 
opportunity  has  been  given  him  to  be  heard.  Withdrawal 
or  expulsion  of  a  member  shall  not  operate  to  relieve  him 
from  liability  to  the  Federal  credit  union.  The  amount  to 
be  paid  a  withdrawing  or  expelled  member  by  a  Federal 
credit  union  shall  be  determined  and  paid  in  the  manner 
specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor 
or  in  trust,  subject  to  such  conditions  as  may  be  prescribed 
by  the  bylaws.  When  shares  are  issued  in  trust,  the  name 
of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  powers  of  director 
“Sec.  21.  (a)  The  Director  may  prescribe  rules  and 
regulations  for  the  administration  of  this  Act  (including, 
but  not  by  way  of  limitation,  the  merger,  consolidation, 
and  dissolution  of  corporations  organized  under  this  Act) . 

“(b)  (1)  The  Director  may  suspend  or  revoke  the 
charter  of  any  Federal  credit  union,  or  place  the  same  in 
involuntary  liquidation  and  appoint  a  liquidating  agent  there¬ 
for,  upon  his  finding  that  the  organization  is  bankrupt  or 
insolvent,  or  has  violated  any  of  the  provisions  of  its  charter, 
its  bylaws,  this  Act,  or  any  regulations  issued  thereunder. 
“(2)  The  Director,  through  such  persons  as  he  shall 
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designate,  may  examine  any  Federal  credit  union  in  volun¬ 
tary  liquidation  and,  upon  his  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  termi¬ 
nate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent 
therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  au¬ 
thority,  subject  to  the  control  and  supervision  of  the  Director 
and  under  such  rules  and  regulations  as  the  Director  may 
prescribe,  (A)  to  receive  and  take  possession  of  the  books, 
records,  assets,  and  property  of  every  description  of  the 
Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  liquidation,  and 
defend  such  actions  as  may  be  brought  against  him  as 
liquidating  agent  or  against  the  Federal  credit  union;  (B) 
to  receive,  examine,  and  pass  upon  all  claims  against  the 
Federal  credit  union  in  liquidation,  including  claims  of  mem¬ 
bers  on  shares;  (0)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and 
(D)  to  execute  such  documents  and  papers  and  to  do  such 
other  acts  and  things  which  he  may  deem  necessary  or 
desirable  to  discharge  his  duties  hereunder. 
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“(4)  Subject  to  the  control  and  supervision  of  the 
Director  and  under  such  rules  and  regulations  as  the  Director 
may  prescribe,  the  liquidating  agent  of  a  Federal  credit 
union  in  involuntary  liquidation  shall  (A)  cause  notice  to 
be  given  to  creditors  and  members  to  present  their  claims 
and  make  legal  proof  thereof,  which  notice  shall  be  published 
once  a  week  in  each  of  three  successive  weeks  in  a  news¬ 
paper  of  general  circulation  in  each  county  in  which  the 
Federal  credit  union  in  liquidation  maintained  an  office  or 
branch  for  the  transaction  of  business  on  the  date  it  ceased 
unrestricted  operations;  except  that  whenever  the  aggre¬ 
gate  book  value  of  the  assets  and  property  of  a  Federal 
credit  union  in  involuntary  liquidation  is  less  than  $1,000, 
unless  the  Director  shall  find  that  its  books  and  records  do 
not  contain  a  true  and  accurate  record  of  its  liabilities,  he 
shall  declare  such  Federal  credit  union  in  liquidation  to  be 
a  ‘no  publication’  liquidation,  and  publication  of  notice  to 
creditors  and  members  shall  not  be  required  in  such  case; 
(B)  from  time  to  time  make  a  ratable  dividend  on  all  such 
claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi¬ 
cated  in  a  court  of  competent  jurisdiction  and,  after  the 
assets  of  such  organization  have  been  liquidated,  make  fur¬ 
ther  dividends  on  all  claims  previously  proved  or  adjudi¬ 
cated,  and  he  may  accept  in  lieu  of  a  formal  proof  of  claim 
on  behalf  of  any  creditor  or  member  the  statement  of  any 
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1  amount  due  to  such  creditor  or  member  as  shown  on  the 

2  books  and  records  of  the  credit  union ;  but  all  claims  not  filed 

3  before  payment  of  the  final  dividend  shall  be  barred  and 

4  claims  rejected  or  disallowed  by  the  liquidating  agent  shall 

5  be  likewise  barred  unless  suit  be  instituted  thereon  within 

6  three  months  after  notice  of  rejection  or  disallowance;  and 

7  (0)  in  a  ‘no  publication’  liquidation,  determine  from  all 

8  sources  available  to  him,  and  within  the  limits  of  available 

9  funds  of  the  Federal  credit  union,  the  amounts  due  to  credi- 

10  tors  and  members,  and  after  sixty  days  shall  have  elapsed 

11  from  the  date  of  his  appointment  distribute  the  funds  of  the 

12  Federal  credit  union  to  creditors  and  members  ratably  and  as 

13  their  interests  may  appear. 

14  “  (5)  Upon  certification  by  the  liquidating  agent  in  the 

15  case  of  an  involuntary  liquidation,  and  upon  such  proof  as 

16  shall  be  satisfactory  to  the  Director  in  the  case  of  a  voluntary 

17  liquidation,  that  distribution  has  been  made  and  that  liqui- 

18  dation  has  been  completed,  as  provided  herein,  the  Director 

19  shall  cancel  the  charter  of  such  Federal  credit  union;  but  the 

20  corporate  existence  of  the  Federal  credit  union  shall  continue 

21  for  a  period  of  three  years  from  the  date  of  such  cancellation 

22  of  its  charter,  during  which  period  the  liquidating  agent,  or 

23  his  duly  appointed  successor,  or  such  persons  as  the  Director 

24  shall  designate,  may  act  on  behalf  of  the  Federal  credit  union 

25  for  the  purpose  of  paying,  satisfying,  and  discharging  any 
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existing  liabilities  or  obligations,  collecting  and  distributing 
its  assets,  and  doing  all  other  acts  required  to  adjust  and 
wind  up  its  business  and  affairs,  and  it  may  sue  and  be  sued 
in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date 
of  cancellation  of  the  charter  of  a  Federal  credit  union  the 
Director  may,  in  his  discretion,  destroy  any  or  all  books  and 
records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to 
execute  any  and  all  fimctions  and  perform  any  and  all  duties 
vested  in  him  hereby,  through  such  persons  as  he  shall  desig¬ 
nate  or  employ;  and  he  may  delegate  to  any  person  or  per¬ 
sons,  including  any  institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance  and  discharge 
of  any  authority,  power,  or  function  vested  in  him  by  this 
Act. 

“(e)  All  books  and  records  of  Federal  credit  unions 
shall  be  kept  and  reports  shall  be  made  in  accordance  with 
forms  approved  by  the  Director. 

“  (f)  The  Director  is  authorized  to  make  investigations 
and  to  conduct  researches  and  studies  of  the  problems  of 
persons  of  small  means  in  obtaining  credit  at  reasonable 
rates  of  interest,  and  of  the  methods  and  benefits  of  co¬ 
operative  saving  and  lending  among  such  persons.  He  is 
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further  authorized  to  make  reports  of  such  investigations 
and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  author¬ 
ized,  when  designated  for  the  purpose  by  the  Director,  to 
administer  oaths  and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and 
directed  to  require  that  every  person  appointed  or  elected 
by  any  Federal  credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or  other  personal 
property  owned  by  a  Federal  credit  union,  or  in  its  custody 
or  control  as  collateral  or  otherwise,  give  bond  in  a  corporate 
surety  company  holding  a  certificate  of  authority  from  the 
Secretary  of  the  Treasury  under  the  Act  approved  July  30, 
1947  (6  U.S.C.,  sec.  6-13),  as  an  acceptable  surety  on 
Federal  bonds.  Any  such  bond  or  bonds  shall  be  in  a  form 
approved  by  the  Director  with  a  view  to  providing  surety 
coverage  to  the  Federal  credit  union  with  reference  to  loss 
by  reason  of  acts  of  fraud  or  dishonesty  including  forgery, 
theft,  embezzlement,  wrongful  abstraction,  or  misapplication 
on  the  part  of  the  person,  directly  or  through  connivance 
with  others,  and  such  other  surety  coverages  as  the  Director 
may  determine  to  be  reasonably  appropriate  or  as  elsewhere 
required  by  this  Act.  Any  such  bond  or  bonds  shall  be  in 
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such  an  amount  in  relation  to  the  money  or  other  personal 
property  involved  or  in  relation  to  the  assets  of  the  Federal 
credit  union  as  the  Director  may  from  time  to  time  prescribe 
by  regulation  for  the  purpose  of  requiring  reasonable  cover¬ 
age.  In  lieu  of  individual  bonds  the  Director  may  approve 
the  use  of  a  form  of  schedule  or  blanket  bond  which  covers  all 
of  the  officers  and  employees  of  a  Federal  credit  union  whose 
duties  include  the  receipt,  payment,  or  custody  of  money  or 
other  personal  property  for  or  on  behalf  of  the  Federal  credit 
union.  The  Director  may  also  approve  the  use  of  a  form 
of  excess  coverage  bond  whereby  a  Federal  credit  union 
may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 

“fiscal  agents  and  depositories 
“Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall 
act  as  fiscal  agent  of  the  United  States  and  shall  perform 
such  services  as  the  Secretary  of  the  Treasury  may  require  in 
connection  with  the  collection  of  taxes  and  other  obligations 
due  the  United  States  and  the  lending,  borrowing,  and  re¬ 
payment  of  money  by  the  United  States,  including  the  issue, 
sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United 
States;  and  to  facilitate  such  purposes  the  Director  shall  fur¬ 
nish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
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names  and  addresses  of  all  Federal  credit  unions  with  such 
other  available  information  concerning  them  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Treasury.  Any  Federal 
credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury,  shall  be  a 
depository  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  here¬ 
under,  their  property,  their  franchises,  capital,  reserves,  sur¬ 
pluses,  and  other  funds,  and  their  income  shall  be  exempt 
from  all  taxation  now  or  hereafter  imposed  by  the  United 
States  or  by  any  State,  Territorial,  or  local  taxing  authority ; 
except  that  any  real  property  and  any  tangible  personal 
property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed.  Nothing  herein 
contained  shall  prevent  holdings  in  any  Federal  credit  union 
organized  hereunder  from  being  included  in  the  valuation  of 
the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political 
subdivision  thereof  in  which  the  Federal  credit  union  is 
located;  but  the  duty  or  burden  of  collecting  or  enforcing 
the  payment  of  such  a  tax  shall  not  be  imposed  upon  any 
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such  Federal  credit  union  and  the  tax  shall  not  exceed  the 
rate  of  taxes  imposed  upon  holdings  in  domestic  credit 
unions. 

“partial  invalidity  ;  right  to  amend 
“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  ap¬ 
plication  thereof  to  any  person  or  circumstance,  is  held  in¬ 
valid,  the  remainder  of  the  Act,  and  the  application  of  such 
provision  to  other  persons  or  circumstances,  shall  not  be 
affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or 
any  part  thereof,  or  any  charter  issued  pursuant  to  the  pro¬ 
visions  of  this  Act,  is  expressly  reserved. 

“space  in  federal  buildings 
“Sec.  25.  Upon  application  by  any  credit  union  organ¬ 
ized  under  State  law  or  by  any  Federal  credit  union  organ¬ 
ized  in  accordance  with  the  terms  of  this  Act,  at  least  95 
per  centum  of  the  membership  of  which  is  composed  of 
persons  who  either  are  presently  Federal  employees  or  were 
Federal  employees  at  the  time  of  admission  into  the  credit 
union,  and  members  of  their  families,  which  application  shall 
be  addressed  to  the  officer  or  agency  of  the  United  States 
charged  with  the  allotment  of  space  in  the  Federal  build¬ 
ings  in  the  community  or  district  in  which  such  credit  union 
does  business,  such  officer  or  agency  may  in  his  or  its  dis- 
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cretion  allot  space  to  such  credit  union  if  space  is  available 
without  charge  for  rent  or  services. 

“conversion  from  federal  to  state  credit  union  and 

FROM  STATE  TO  FEDERAL  CREDIT  UNION 

“Sec.  26.  (a)  A  Federal  credit  union  may  be  converted 
into  a  State  credit  union  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal  Zone,  or  the  Com¬ 
monwealth  of  Puerto  Rico,  by  complying  with  the  following 
requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be 
approved,  and  a  date  set  for  a  vote  thereon  by  the  members 
(either  at  a  meeting  to  be  held  on  such  date  or  by  written 
ballot  to  be  filed  on  or  before  such  date) ,  by  a  majority  of 
the  directors  of  the  Federal  credit  union.  Written  notice  of 
the  proposition  and  of  the  date  set  for  the  vote  shall  then 
be  delivered  in  person  to  each  member,  or  mailed  to  each 
member  at  the  address  for  such  member  appearing  on  the 
records  of  the  credit  union,  not  more  than  thirty  nor  less 
than  seven  days  prior  to  such  date.  Approval  of  the  proposi¬ 
tion  for  conversion  shall  be  by  the  affirmative  vote  of  a 
majority  of  the  members,  in  person  or  in  writing. 

“  (2)  A  statement  of  the  results  of  the  vote,  verified  by 
the  affidavits  of  the  president  or  vice  president  and  the 
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secretary,  shall  be  filed  with  the  Bureau  within  ten  days 
after  the  vote  is  taken. 

“  (3)  Promptly  after  the  vote  is  taken  and  in  no  event 
later  than  ninety  days  thereafter,  if  the  proposition  for  con¬ 
version  was  approved  by  such  vote,  the  credit  union  shall 
take  such  action  as  may  be  necessary  under  the  applicable 
State  law  to  make  it  a  State  credit  union,  and  within  ten 
days  after  receipt  of  the  State  credit  union  charter  there  shall 
be  filed  with  the  Bureau  a  copy  of  the  charter  thus  issued. 
Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal 
credit  union. 

“(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such 
credit  union  shall  no  longer  be  subject  to  any  of  the  pro¬ 
visions  of  this  Act.  The  successor  State  credit  union  shall 
be  vested  with  all  of  the  assets  and  shall  continue  respon¬ 
sible  for  all  of  the  obligations  of  the  Federal  credit  union 
to  the  same  extent  as  though  the  conversion  had  not  taken 
place. 

“(b)(1)  A  State  credit  union,  organized  under  the 
laws  of  any  State,  the  District  of  Columbia,  the  several 
Territories  and  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Bico,  may 
be  converted  into  a  Federal  credit  union  by  (A)  comply- 
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1  ing  with  all  State  requirements  requisite  to  enabling  it  to 

2  convert  to  a  Federal  credit  union  or  to  cease  being  a  State 

3  credit  union,  (B)  filing  with  the  Bureau  proof  of  such 

4  compliance,  satisfactory  to  the  Director,  and  (C)  filing 

5  with  the  Bureau  an  organization  certificate  as  required  by 

6  this  Act. 

7  “(2)  When  the  Director  has  been  satisfied  that  all  of 

8  such  requirements,  and  all  other  requirements  of  this  Act, 

9  have  been  complied  with,  the  Director  shall  approve  the 

10  organization  certificate.  Upon  such  approval,  the  State 

11  credit  union  shall  become  a  Federal  credit  union  as  of  the 

12  date  it  ceases  to  be  a  State  credit  union.  The  Federal 

13  credit  union  shall  be  vested  with  all  of  the  assets  and 

14  shall  continue  responsible  for  all  of  the  obligations  of  the 

15  State  credit  union  to  the  same  extent  as  though  the  conver- 

16  sion  had  not  taken  place. 

17  “territorial  applicability  of  act 

18  “Sec.  27.  The  provisions  of  this  Act  shall  apply  to  the 

19  several  States,  the  District  of  Columbia,  the  several  Terri- 

20  tones  and  possessions  of  the  United  States,  the  Panama  Canal 

21  Zone,  and  the  Commonwealth  of  Puerto  Kico.” 

22  Sec.  2.  Section  2113  (g)  of  title  18  of  the  United  States 

23  Code  is  amended  by  inserting  before  the  period  at  the  end 
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1  thereof  “,  and  any  ‘Federal  credit  union’  as  defined  in  section 

2  2  of  the  Federal  Credit  Union  Act”. 

3  Sec.  3.  The  Director  of  the  Bureau  of  Federal  Credit 

4  Unions  shall  submit  to  the  Congress  on  or  before  January  15, 

5  1960,  a  draft  of  legislation  providing  for  federally  chartered 

6  central  credit  unions. 

Passed  the  House  of  Representatives  July  30,  1959. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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Committee  (see  Digest  142  for  a  statement  of  the  purpose  for  which  these 
funds  are  to  be  used),  p.  15321  _ _ 


11.  CREDIT  UNIONS.  The  Banking  and  Currency  Committee  voted  to  report  with 
amendment  (but  did  not  actually  report)  II.  R.  8305,  to  make  various 
amendments  to  the  Federal  Credit  Union  Act.  p.  D809 


12.  FOOD  STAMPS.  Sen.  Symington  urged  the  enactment  of  legislation  tt^provide 
for  the\stablishment  of  a  food  stamp  plan  for  the  distributionyOf  surplus 
commoditiaB ,  stating  that  he  hoped  "the  Senate  will  follow  the^ositive 
action  by  t\e  House  of  Representatives  in  enacting  this  muchyfeeded 
legislation, ^o  that  our  agricultural  abundance  can  be  used^ts  a  blessing 
instead  of  an  Economic  evil."  p.  15290 

Sens.  Hennings  ^and  Humphrey  commended  the  efforts  of/Rep.  Sullivan  for 
enactment  of  food  s\amp  legislation,  and  urged  Senate^pproval  of  such 
legislation,  pp.  152^1,  15290 

3.  WEATHER  MODI  FI  CATION.  SeV  Case,  S.  Dale.,  insert^  an  article  predicting 
that  "within  10  years  rocWets  will  be  an  important  means  of  determining 
the  trend  of  weather,  and  pa^rhaps  will  lead  tylong-range  modification." 
pp.  15266-7 

14.  PERSONNEL.  Sen.  Johnston  inserteVl  two  artj^les  discussing  the  testimony  of 
Roger  Jones,  Chairman  of  the  Civi\Serv:y^e  Commission,  on  the  proposed 

ta^ed  that  "the  relatively  new 
K)n  -  who  got  off  to  such  a  good 
eNw’ictim  of  bad  advice  and  some 
th^Federal  employees'  health  benefits 


employee  health  insurance  bill,  ant 
Chairman  of  the  Civil  Service  Commisi 
start  in  many  ways  -  appears  to  be 
questionable  figures  with  respect  jro 
program."  pp.  15291-2 


15.  FARM  SUBSIDIES.  Sen.  Yarborouafi  inserted  an  Reticle,  "Figures  Defend  Farm 

Subsidies,"  stating  that  "I^melps  set  the  record  straight  on  who  is  getting 
the  biggest  subsidies,  andyi t  shows  the  actual  r^gures."  pp.  15298-9 

j.  ATOMIC  RADIATION.  Sen.  Humphrey  inserted  an  articleVliscussing  the  estab¬ 
lishment  of  a  Federal  Council  on  Radiation,  and  stated  his  belief  that 
such  a  council  shoulybe  composed  of  scientists  ratherNfhan  heads  of  de¬ 
partments.  pp.  153>b-8 


17.  FORESTRY.  Sen. 
legislation  to 


Hyfaphrey  inserted  an  editorial  urging  the  enactment  of 
frovide  for  the  establishment  of  wilderness  ar^as.  p.  15318 


18.  TOBACCO.  Sen^  Cooper  inserted  reports  from  this  Department  and  fifae  University 

of  Kentucky  on  the  results  of  tests  made  on  Vanguard  cigarettes,  which 
reportedly  contain  a  substitute  for  tobacco,  and  telegrams  from  theVnakers 
of  the  oagarettes  to  him  and  Secretary  Benson  protesting  the  analysi\of 
the  extents  of  this  product,  pp.  15347-8 

19.  FORE^N  TRADE.  Debated  II.  R.  2411,  to  amend  the  Tariff  Act  of  1930  so  as 
tor  provide  for  the  free  importation  of  tourist  literature,  including  a 
Provision  to  provide  for  the  same  rate  of  duty  on  all  wood  molding  as 

presently  applies  to  wood  moldings  and  carvings  to  be  used  for  architec¬ 
tural  and  furniture  decoration,  pp.  15325-9,  15333-47 


ip.  LEGISLATIVE  PROGRAM.  Sen.  Johnson  announced  that  the  consent  calendar 

will  be  called  today,  Aug.  24,  and  that  the  following  bills  may  be  brought 
up  at  any  time:  S.  1748,  extension  of  Public  Law  480  (he  stated  this  bilj 
/ill  probably  be  considered  Tues.,  Aug.  25);  S.  1711,  the  food  for  peace 
bMl;  H.  R.  4930,  exemption  of  green  peanuts  from  allotments  and  quotaj 
S.  X^22,  to  establish  experimental  food  stamp  plan;  and  S.  1789,  to 
provide  adequate  sjupply  of  railroad  freight  cars .  pp.  15255-6,  153) 

21.  ADJOURNEIVyuntil  Mon.,  Aug.  24.  p.  15348 

BILLS  INTRODUCED 

22.  PERSONNEL.  S.V575,  by  Sen.  Neuberger  and  others,  to  provide  a  health 
benefits  prograhi  for  certain  retired  employees  of  the  Government;  to  Post 
Office  and  CivilNjervice  Committee.  Remarks  of  author  ✓  pp.  15258-61 

23.  PROPERTY.  S.  2580,  $y  Sen.  McClellan,  to  amend  section  205  of  the  Federal 
Property  and  Administrative  Services  Act  of  1949  tp  empower  certain 
officers  and  employees  \jf  the  General  Services  Administration  to  administer 
oaths  to  '  witnesses.  Remarks  of  author,  p.  £5261 

S.  2581,  by  Sen.  McClellan,  to  amend  the y(ct  of  June  1,  1948  (62  Stat. 
281)  to  empower  the  Administrator  of  General  Services  to  appoint  non- 
uniformed  special  policemen.  iV^marks  of  /uthot .  pp.  15261-2 

S.  2582,  by  Sen.  McClellan,  to'^amen4  section  202(a)  of  the  Federal 
Property  and  Administrative  Services^ct  of  1949,  as  amended,  to  promote 
the  utilization  of  excess  property  2trtd  to  simplify  the  reimbursement 
procedure  for  transfers  of  such  pyoper^y.  Remarks  of  author,  pp.  15262-3 

24.  LANDS.  S.  2583,  by  Sen.  McClelJ&n,  to  autW>rize  the  head  of  any  executive 

agency  to  reimburse  owners  ana  tenants  of  lands  or  interests  in  land 
acquired  for  projects  or  activities  under  his  jurisdiction  for  their 
moving  expenses,  and  for  aether  purposes;  to  Government  Operations  Com¬ 
mittee.  Remarks  of  auth /r.  pp.  15263-4 

ITEMS  IN  APPENDIX 

25.  COTTON.  Extension yof  remarks  of  Sen.  Johnson  inserting  an  article,  "Higher 

Export  SubsidiesyNo  Panacea  for  Cotton."  p.  A7251 

26.  LAND  REFORM.  Rep.  Berry  inserted  a  letter  outlining  "four ''basic  and 

essential  elements  for  the  success  of  land  reform  any  place\and  under  any 
circumstaryies ."  p.  A7251 

27.  FARM  SAKflY.  Rep.  Rees  inserted  a  statement  by  Mr.  Maynard  Coe, \Jirector 
of  favto  safety,  National  Safety  Council,  pp.  A7258-9 


ECONOMIC  GROWTH;  INFLATION.  Extension  of  remarks  of  Sen.  Williams,  N 
sweating  that  "the  second  report  of  the  President's  Cabinet  Committee 
Jrice  Stability  has  puzzled  many  observers...,"  that  "the  first  report 
emphasized  the  perils  of  inflation;  the  second  report  would  like  us  to 
forget,  for  the  moment,  what  the  first  report  emphasized  so  vigorously,1 
and  inserting  an  editorial,  "Shift  In  Emphasis."  pp.  A727C-1 
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SILK  IMPORTS.  The  Finance  Committee  reported  without  amendment  H.  11.  2865, 
suspend  for  3  years,  beginning  60  days  from  date  of  enactment,  the 
ort  duties  on  certain  classification  of  spun  silk  yarn  (S.  Kept.  311). 
P.V5474 
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3.  CREDIT  UNIONS.  The  Banking  and  Currency  Committee  reported  with  amendments 

H.  R.  0305,  to  make  various  amendments  to  the  Federal  Credit  Union  Act 
(S.  Kept.  014).  p.  15474 

4.  PERSONNEL.  ‘She  Post  Office  and  Civil  Service  Committee  voted  to^teport 

(but  did  not\ctuaily  report)  the  following  bills:  II.  R.  5753^  to  grant 
Federal  employees  legal  holidays  on  Friday  for  holidays  occu^-ing  on 
Saturday;  and  II .\l1 .  6059,  to  provide  additional  civilian  positions  for  the 
Department  of  Defense  for  scientific  research  and  aevelou^nt,  with  an 
amendment  to  incladk  the  text  of  S.  2461,  to  amend  the  yrederal  Employees 
Group  Life  Insurance  Xct  of  1954  to  eliminate  the  provision  reducing  the 


amount  of  insurance  afoer  age  65. 


D322 


The  tost  Office  and  Ca^ii  Service  Committee  \yrted,  6  to  3,  to  postpone 
action  until  next  year  on 
Management  and  revise  the  fi 


1638,  to  establish, 
:tions  of  the  Ciyi 


m  Office  of  Personnel 


Service  Commission,  p  D822 


PROPERTY.  The  Government  Operations  Commityfe  voted  to  report  (but  did  not 
actually  report)  the  following:  SM  J.  Re^  121,  without  amendment,  to  per¬ 
mit  certain  property  conveyed  by  tnis  Department  to  the  La.  State  University 
and  Agricultural  and  Mechanical  Coliagfir  to  be  used  for  general  educational 
purposes;  S.  155,  with  amendment,  toy&rmi'c  the  donation  of  Government 
surplus  property  to  libraries  which/ireV:ax-supported  or  publicly  owned  and 
operated;  S.  1C18,  with  amendment /to  authorize  the  donation  of  surplus 
property  to  certain  agencies  engaged  in  cooperative  agricultural  extension 
work ;  ana  S.  910,  with  amendment,  to  authorise  the  payment  to  local 
governments  of  sums  in  lieu  ojf  taxes  and  special  assessments  on  Federal 
property  (the  "Daily  Digester states  that  prior V>  approval  of  this  bill 
the  committee  rejected  a  motion  by  Sen.  Mundt  toNeubstitute  the  language 
of  his  bill,  S.  1417,  to/stablish  a  temporary  Commission  on  Federal  Con¬ 
tributions  to  State  antyLocal  Governments),  p.  D823 

PUBLIC  LANDS;  UILDLIEe.  Passed  without  amendment  H.  R.\2725,  to  prohibit 
the  use  of  aircrafir  or  motor  vehicles  to  hunt  wild  horses,  or  burros  on 
Federal  lands.  This  bill  will  now  be  sent  to  the  President,  pp.  15493-7 

7.  BUILDINGS.  Passed  with  amendment  II.  R.  7645,  to  grant  GSA  additional 
authority  toy  the  construction,  alteration,  and  acquisition  ofNpederal 
buildings  ./Senate  conferees  were  appointed.  A  similar  bill,  S,\l654f  was 
indefinit/ly  postponed,  pp.  15528-33 


) 


8.  FOREIGIVTRADE .  Passed  with  amendment  H.  R.  2411,  to  provide  for  the  free 
importation  of  tourist  literature  after  agreeing  to  an  amendment  by 

Yarborough  to  delete  a  section  which  would  have  increased  the  iropo 
duty  on  wood  moldings,  pp.  15514-23,  15526 


■>LAIMS ;  CIVIL  DEFENSE.  Received  from  the  President  supplemental  appropria¬ 
tion  estimates  to  pay  claims  for  damages  and  judgments  against  the  U.  S. 
(S.  Doc.  43),  and  for  "salaries  and  expenses"  of  the  Office  of  Civil  and 
Defense  Mobilization  (S.  Doc.  49).  p.  15474 
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HIGHLIGHTS:  Senate  commitb^  reported  amendments  to  Publ>U>  Law  480  bill.  House 
committee  reported  housim/bill.  House  subcommittee  voted\o  report  bill  to  require 
marketing  quotas  for  ricu 


X 

SENATE 

FOREIGN/tRADE ;  SURPLUS  COMMODITIES.  The  Agriculture  and  Fores tryNCommittee 
reposed  amendments  to  S.  1748,  to  extend  Public  Law  480  (p.  1547&i.  The 
"Dai/ly  Digest"  states  that  the  committee  amendments  include  a  3-yea\exten- 
si/n  of  the  law  (p.  D821).  Sen.  Johnston  expressed  his  support  for  aV 
lendment  proposed  by  Sen.  Butler  "to  provide  that  shipments  of  surpluJ 
'agricultural  commodities  destined  to  foreign  countries  exported  under  thl 
Public  Law  480  program,  must  be  delivered  directly  to  the  export  vessel 
at  a  U.  S.  port."  Several  Senators  expressed  opposition  to  the  proposed 
amendment,  (pp.  15536-8). 
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FEDERAL  CREDIT  UNION  ACT 


August  25,  1959. — Ordered  to  be  printed 


Mr.  Sparkman,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 

REPORT 

[To  accompany  H.R.  8305] 

The  Committee  on  Banking  and  Currency  to  whom  was  referred  the 
bill  (H.R.  8305)  to  amend  the  Federal  Credit  Union  Act,  having  con¬ 
sidered  the  same,  report  favorably  thereon  with  amendments  and 
recommend  that  the  bill,  as  amended,  do  pass. 

Federal  Credit  Unions 

Federal  credit  unions  are  cooperative  associations  organized  in  ac¬ 
cordance  with  the  Federal  Credit  Union  Act  “to  promote  thrift  among 
their  members  and  create  a  source  of  credit  for  provident  and  produc¬ 
tive  purposes.”  Membership  is  limited  to  a  group  of  persons  having  a 
common  bond  of  association,  occupation,  or  residence.  Federal  credit 
unions  are  chartered,  examined,  and  supervised  by  the  Bureau  of 

)  Federal  Credit  Unions.  Members’  shareholdings  are  not  insured  by 
any  agency  of  the  Government. 

Purpose  of  the  Bill 

The  bill,  as  amended,  rewrites  the  Federal  Credit  Union  Act  of 
'  1934.  It  incorporates  a  number  of  amendments.  Some  of  these  are 
designed  only  to  clarify  and  modernize  existing  statute.  Others  are 
intended  to  increase  the  scope  and  efficiency  of  Federal  credit  union 
operations. 

The  substantive  changes  include  the  following: 

1.  An  increase  in  the  maximum  maturity  of  loans  from  3  to  5  years. 

2.  An  increase  in  the  unsecured  loan  limit  from  $400  to  $750. 

3.  An  authorization  for  Federal  credit  unions  to  cash  and  sell  checks 
to  members  for  a  reasonable  fee. 

4.  A  liberalization  of  borrowing  restrictions  on  Federal  credit  union 
officials. 


34006—59 - 1 


2 


FEDERAL  CREDIT  UNION  ACT 


5.  Changes  in  the  organizational  and  administrative  provisions  to 
make  the  operations  of  the  Federal  credit  unions  more  efficient. 
These  include — 

(а)  Appointment  of  supervisory  committees  by  the  board  of 
directors.  Under  existing  law  these  committees  are  now  elected 
by  the  members. 

(б)  Appointment  of  one  or  more  loan  officers  by  the  credit 
committee.  The  loan  officer  would  be  authorized  to  approve 
certain  loans  now  requiring  approval  by  the  credit  committee. 

(c)  Authorization  to  the  board  of  directors  to  appoint  an  execu¬ 
tive  committee  which  could  buy  and  sell  securities,  make  loans 
to  other  credit  unions,  or  approve  applications  for  membership — - 
functions  now  carried  out  by  the  full  board  of  directors. 

(d)  Authorization  to  the  board  of  directors  to  appoint  a  mem¬ 
bership  officer  who  might  approve  applications  for  membership. 

6.  Inclusion  of  Federal  credit  unions  within  the  criminal  laws  pro¬ 
hibiting  bank  robbery  and  incidental  crimes. 


General  Statement 


( 


It  was  apparent  to  the  committee  that  the  rapid  growth  of  Federal 
credit  unions  as  shown  in  tables  1  and  2  had  been  accompanied  by 
changing  credit  needs  of  consumers,  changing  loan  patterns,  and 
numerous  complexities  in  credit  union  organization  and  management 
procedures.  The  amendments  listed  above  are  designed  to  adapt  the 
credit  union  to  these  changes. 

Table  1. — Selected  data  on  Federal  credit  union  operations,  as  of  Dec.  31,  for  each 

year  1935-58  1 


Year 

Number  of 
operating 
Federal  credit 
unions 

Number  of 
members 

Assets 

Shares 

Loans  out¬ 
standing 

1935 . — . 

772 

119, 420 

$2, 372, 100 

$2, 228, 400 

$1,834, 200 

1936 . . 

1,751 

309, 700 

9, 158, 100 

8,  510, 900 

7, 343,  800 

1937 _ 

2,313 

483, 920 

19,  264,  700 

17,  649,  700 

15, 695, 300 

1938 _ 

2, 760 

632,  050 

29,  629,  000 

26,  876, 100 

23, 830, 100 

1939 _ 

3,182 

850,  770 

47,  810,  600 

43, 326, 900 

37, 673, 000 

1940 _ 

3.  756 

1,127,940 

72,  530,  200 

65,  805,  800 

55, 818, 300 

1941 _ 

4,228 

1,408,880 

106,  052,  400 

97, 208,  900 

69, 484,  700 

1942 . . 

4,145 

1,356,  940 

119,591,400 

109, 822, 200 

43,  052,  500 

1943 _ _ _ 

3, 938 

1,311,620 

127,  329,  200 

117,  339,100 

35,  376,  200 

1944 _ 

3,  815 

1,306,000 

144,  365,  400 

133,  677, 400 

34, 438, 400 

1945 . . 

3,  757 

1,216,625 

153, 103, 120 

140,  613, 962 

35,155,414 

1946 . . . . . 

3,  761 

1,  302, 132 

173,166,459 

159,  718,  040 

56,  800,  937 

1947 _ _ 

3,  845 

1,445,  915 

210,  375,  571 

192,410,043 

91, 372, 197 

1948 . — . . 

4, 058 

1,628,  339 

258,411,736 

235,  008,  368 

137, 642, 327 

1949 _ 

4,  495 

1,819,606 

316, 362, 504 

285,  000,  934 

186, 218, 022 

1950 _ _ _ 

4,984 

2,126, 823 

405, 834, 976 

361, 924, 778 

263,  735, 838 

1951 _ 

5,  398 

2,  463,  898 

504,  714, 580 

457,  402, 124 

299,  755, 775 

1952 _ _ _ 

5,  925 

2,  853,  241 

662,  408,  869 

597,  374,117 

415, 062, 315 

1953 . . - 

6,  578 

3,  255,  422 

854, 232,  007 

767,  571,  092 

573,  973,  529 

1954 _ _ _ 

7,  227 

3,  598,  790 

1,033,179,  042 

931,407,  456 

681, 970, 336 

1955 _ _ 

7,806 

4,  032,  220 

1,267,427,  045 

1, 135, 164, 876 

863, 042, 049 

1956 . . 

8,350 

4,  502,  210 

1,529,  201,927 

1, 366,  258, 073 

1,  049, 188,  549 

1957 _ _ _ 

8,  735 

4, 897, 689 

1,  788,  768,  332 

1,589,  190,585 

1,257,319, 328 

1958 _ 

9,030 

5, 209, 912 

2, 034, 865, 575 

1,  812, 017, 273 

1,  379,  723, 727 

1  Data  for  1935-44  on  membership,  assets,  shares,  and  loans  outstanding  are  partly  estimated. 
Source:  Bureau  of  Federal  Credit  Unions,  HEW,  1958  Annual  Report. 
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Table  2 .—Savings  of  individuals  in  selected  media  at  year  end,  1035-58 

[In  billions  of  dollars] 


Year 

Savings 
associa¬ 
tions  1 

Mutual 

savings 

banks 

Commer¬ 

cial 

banks 

Credit 
unions — 
Federal 
and 
State 

Mutual 

funds 

u.s. 

savings 

bonds 

Postal 

savings 

Total 

1935  _ _ 

$4.3 

$9.8 

$12.9 

(!) 

$0.2 

$1.2 

$28.4 

1936  ___ . . 

4.2 

10.0 

13.7 

$0. 1 

.5 

1.3 

29.8 

1937  _ 

4. 1 

10.1 

14.4 

.  1 

1.0 

1.3 

31.0 

1938 

4. 1 

10.2 

14.4 

.  1 

1.4 

1.3 

31.5 

1939..  _ 

4. 1 

10.5 

14.9 

.2 

1.9 

1.3 

32.9 

mo . . 

4.3 

10.6 

15.4 

.2 

$1.1 

2.8 

1.3 

35.7 

1941 _ _ 

4.7 

10.5 

15.5 

.3 

.9 

5.4 

1.4 

38.7 

1942 _ _ 

4.9 

10.6 

16.1 

.3 

1.0 

13.4 

1.5 

47.8 

1943 . . 

5.5 

11.7 

19.0 

.3 

1.4 

24.7 

1.8 

64.4 

1944 _ _ 

6.3 

13.3 

23.9 

.4 

1.6 

36.2 

2.4 

84. 1 

1945 _ _ 

7.4 

15.3 

29.9 

.4 

2.3 

42.9 

3.0 

101.2 

1946 . . . - 

8.5 

16.8 

33.4 

.5 

2.2 

44.2 

3.4 

109.0 

1947 _ _ 

9.8 

17.7 

34.7 

.  5 

2.2 

46.2 

3.5 

114.6 

1948 . . 

11.0 

18.4 

35.0 

.6 

2.3 

47.8 

3.4 

118.5 

1949 . . 

12.5 

19.3 

35. 1 

.  7 

2.8 

49.3 

3.3 

123. 0 

1950. . . 

14.0 

20.0 

35.2 

.9 

3.4 

49.6 

3.0 

126. 1 

1951 _ _ 

16.1 

20.9 

36.6 

1.1 

4. 1 

49. 1 

2.8 

130.7 

1952 . . . 

19.2 

22.6 

39.3 

1.4 

4.9 

49.2 

2.7 

139.3 

1953 . . 

22.8 

24.3 

.  42.0 

1.7 

5.1 

49.4 

2.5 

147.8 

1954 _ _ 

27.3 

26.3 

44.7 

2.0 

7.3 

50.0 

2.2 

159.8 

1955 . . . 

32.2 

28. 1 

46.3 

2.4 

9.0 

50.2 

2.0 

170.2 

1950 _ 

37. 1 

30.0 

48.5 

2.9 

10.3 

50. 1 

1.7 

180.6 

1957 _ _ 

41.9 

31.7 

53.7 

3.4 

9.9 

48.2 

1.4 

190.2 

1958 . . 

48.0 

34.0 

59.6 

3.9 

14.8 

47.8 

1.2 

209.3 

1  Excludes  shares  pledged  against  mortgage  loans. 

2  Less  than  $50,000,000. 

Sources:  Federal  Home  Loan  Bank  Board;  National  Association  of  Investment  Companies. 


Committee  Amendments 


As  introduced,  H.R.  8305  proposed  an  increase  in  the  unsecured 
loan  limit  from  $400  to  $1,000.  The  committee,  although  approving 
the  credit  union  movement  and  its  growth,  was  of  the  opinion  that 
large  unsecured  loans  may  expose  the  credit  union  to  possible  credit 
risks.  After  examining  the  testimony  and  the  past  record  of  increases 
in  the  unsecured  loan  limit,  the  committee  came  to  the  conclusion 
that  an  increase  of  the  loan  ceiling  from  $400  to  $750  would  amply 
correct  for  price-level  changes  and  consumer  loan  requirements  that 
have  developed  since  1949. 

As  introduced,  H.R.  8305  provided  that  the  Director  of  the  Bureau 
'of  Federal  Credit  Unions  “shall  submit  to  the  Congress  on  or  before 
January  15,  1960,  a  draft  of  legislation  providing  for  federally  chartered 
central  credit  unions.”  The  committee  felt  that  such  a  provision  con¬ 
stituted  a  prejudgment  of  the  issue  of  whether  central  credit  unions  are 
desirable.  The  establishment  of  central  credit  unions  was  urged  by 
the  Credit  Union  National  Association,  but  opposed  by  the  Bureau  of 
Federal  Credit  Unions,  the  Treasury  Department,  and  the  Federal 
Reserve  Board. 

The  committee  decided  that  Congress  needed  a  more  thorough 
analysis  of  the  nature  and  role  of  central  credit  unions  in  the  structure 
of  Federal  credit  unions.  Accordingly,  the  committee  amended 
H.R.  8305  (sec.  3)  so  as  to  require  the  Director  of  the  Bureau  of  Federal 
Credit  Unions  “to  make  a  study  of  the  desirability  of  providing  for 
federally  chartered  central  credit  unions,”  and  to  submit  the  results 
of  such  study  to  Congress  on  or  before  April  15,  1960. 
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Section-by-Section  Analysis 

LOAN  MATURITY 

Section  8(5)  of  the  act  as  amended  would  raise  the  maximum  ma¬ 
turity  for  loans  by  Federal  credit  unions  from  3  years  to  5  years,  and 
would  give  the  Bureau  of  Federal  Credit  Unions  authority  to  regulate 
amortization  of  loans.  This  amendment  would  enable  Federal  credit 
unions  to  do  a  better  job  of  meeting  the  demands  of  their  members  for 
various  types  of  loans. 

The  Director  of  the  Bureau  of  Federal  Credit  Unions  testified  that 
he  had  no  objection  to  the  extension  of  loan  maturities,  but  pointed 
our  that  the  key  to  proper  liquidity  and  solvency  is  the  systematic 
amortization  of  loan  receivables.  Section  8(5)  gives  authority  to  the 
Director  to  prescribe  rules  and  regulations  governing  loan  amortiza¬ 
tion,  with  the  limitation  that  he  may  not  require  payments  more 
frequently  than  annually. 

LOANS  TO  DIRECTORS 

Section  8(5)  of  the  amended  act  would  raise  the  limit  on  loans  a 
Federal  credit  union  may  make  to  its  directors  and  members  of  its 
supervisory  committee  or  credit  committee.  The  act  now  limits  such 
loans  to  the  amount  of  the  shareholdings  of  the  director  or  member 
concerned.  The  amendment  raises  the  limit  to  cover,  in  addition,  the 
amount  of  any  shareholdings  of  any  other  member  of  the  credit  union 
that  are  pledged  as  security  for  the  loan. 

AUTHORITY  TO  CASH  AND  SELL  CHECKS 

Section  7(12)  of  the  amended  act  would  authorize  a  Federal  credit 
union  to  cash  and  sell  checks  for  a  fee,  as  a  service  to  members  of  the 
credit  union.  Under  present  law,  cashing  and  selling  checks  is  not 
authorized,  except  in  connection  with  some  other  transaction  the 
credit  union  has  authority  to  carry  out.  The  Director  of  the  Bureau 
has  ruled  that  Federal  credit  unions  may  not  charge  a  fee  for  cashing 
or  selling  checks.  Credit  unions  throughout  the  country  had  been 
engaged  in  this  activity  and  the  ruling  has  created  considerable  hard¬ 
ship.  The  activity,  which  is  desired  and  requested  by  the  members, 
results  in  certain  direct  and  indirect  costs.  It  is  only  fair  and  equitable 
that  these  costs  should  be  borne  by  those  directly  availing  themselves 
of  the  service  rather  than  by  the  general  membership.  This  authority 
is  limited  to  members  of  the  credit  union. 

SUPERVISORY  COMMITTEE 

Sections  12  and  16  of  the  amended  act  would  make  changes  relating 
to  the  supervisory  committee,  one  of  the  three  bodies  established  by 
law  to  manage  Federal  credit  unions.  Under  present  law,  the  super¬ 
visory  committee  is  elected  by  the  members  of  the  credit  union;  the 
bill  would  change  this  to  provide  for  appointment  by  the  credit  union’s 
board  of  directors,  and  would  bar  the  treasurer  of  the  credit  union  from 
serving  on  the  supervisory  committee.  It  would  further  provide  the 
members  of  the  supervisory  committee  may  be  suspended  by  the 
board  of  directors,  subject  to  approval  of  the  membership. 
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The  board  of  directors  has  the  responsibility  for  the  general  direction 
and  control  of  the  affairs  of  the  credit  union.  The  present  law  limits 
its  ability  to  properly  discharge  this  responsibility  in  instances  where 
an  elected  supervisory  committee  is  not  functioning  in  an  effective 
manner  and  in  accordance  with  prescribed  procedure.  The  recom¬ 
mended  changes  would  allow  for  the  appointment  of  qualified  persons 
|  to  the  committee  by  the  board  and  would  charge  the  board  with  more 
I  direct  responsibility  for  supervisory  committee  performance. 

OFFICERS 

Section  13  of  the  amended  act  would  authorize  election  of  one  or 
j  more  vice  presidents  of  a  Federal  credit  union  (the  present  law  au¬ 
thorizes  only  one);  change  the  title  of  “clerk”  to  “secretary”;  and 
provide  that  no  executive  officer  other  than  the  treasurer  may  be  paid 
for  his  services  (this  conforms  with  existing  practice).  The  authoriza¬ 
tion  of  additional  vice  presidents  would  be  of  particular  significance 
|\  to  credit  unions  which  require  an  additional  cosignatory  on  checks. 
'  The  amendment  specifying  that  the  executive  officers  other  than  the 
treasurer  shall  serve  without  pay  would  write  into  law  a  longstanding 
principle  of  credit  union  operations.  This  principle  is  now  embodied 
in  the  standard  bylaws,  which  must  be  approved  by  the  Bureau. 

DELEGATION  OF  FUNCTIONS  OF  BOARD  OF  DIRECTORS 

F:  Section  14  of  the  amended  act  would  authorize  the  board  of  directors 
to  appoint  an  executive  committee  of  not  less  than  three  directors,  to 
act  for  the  board  in  buying  and  selling  securities,  making  loans  to  other 
credit  unions,  or  approving  applications  for  membership.  The  func¬ 
tion  of  approving  membership  applications  could  be  delegated,  instead, 
to  a  membership  officer  appointed  by  the  board  of  directors  from 
among  the  members  of  the  credit  union  (excluding  the  treasurer  or 
any  assistant  treasurer  or  loan  officer).  The  board  of  directors  usually 
meets  only  once  a  month.  These  changes  would  allow  action  more 
promptly  in  limited  areas,  where  authorized  by  the  board.  Thus, 
credit  unions  could  make  their  services  and  benefits  available  more 
quickly  to  applicants  for  membership,  either  by  authorizing  applica- 
|\  tions  to  be  approved  by  the  executive  committee,  or  by  appointing  a 
*  membership  officer  for  that  purpose.  Similarly,  investments  and 
loans  to  other  credit  unions  could  be  handled  more  effectively  under 
the  amendment. 

COMPENSATION  FOR  EMPLOYEES 

Section  14  of  the  amended  act  would  also  authorize  the  board  of 
directors  to  provide  for  compensation  for  loan  officers  (a  new  position 
created  by  sec.  15,  explained  below)  and  necessary  clerical  and  auditing 
assistance  requested  by  the  supervisory  committee.  This  would 
assist  the  supervisory  committee  to  function  more  effectively.  This 
committee,  which  is  charged  with  the  responsibility  for  making  regular 
internal  audits  of  the  credit  union,  often  requires  outside  assistance. 
Compensation  for  loan  officers  who  would  take  some  of  the  burden 
off  the  credit  committee  is  based  upon  the  same  principle. 
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LOAN  OFFICERS 

Section  15  of  the  amended  act  would  provide  for  appointment  by 
the  credit  committee  of  one  or  more  loan  officers  to  approve  loans  up 
to  the  unsecured  loan  limit,  or  over  the  limit  if  the  excess  is  fully  secured 
by  unpledged  shares.  Under  present  law  all  loans  must  be  approved 
by  the  credit  committee.  This  amendment  would  provide  a  realistic, 
practicable  means  of  reducing  the  burden  upon  the  credit  committee 
in  credit  unions  having  a  large  and  continually  increasing  volume  of 
loan  activity.  Also,  due  to  the  fact  that  the  committee,  which  is  not 
compensated,  is  often  scattered  and  finds  it  difficult  to  meet  fre¬ 
quently  and  on  short  notice,  proper  consideration  and  prompt  loan 
service  in  emergencies  is  not  feasible.  A  loan  officer  would  be  in  a 
position  to  move  quickly  in  instances  of  this  nature.  The  credit 
committee  would  be  fully  apprised  of  his  activities  since  he  would  be 
required  to  furnish  them  with  a  record  of  all  loan  applications  ap¬ 
proved  and  of  loan  applications  not  approved  within  7  days  of  such 
action.  Loan  applications  not  approved  by  the  loan  officer  would 
be  acted  on  by  the  credit  committee.  If  it  desired  to  do  so,  the 
credit  committee  could  appoint  the  treasurer  or  an  assistant  treasurer 
as  loan  officer. 

UNSECURED  LOAN  LIMIT 

Section  15  of  the  amended  act  would  raise  the  unsecured  loan  limit 
from  $400  to  $750.  This  change  would  allow  credit  unions  to  satisfy 
the  consumer  credit  needs  of  the  expanding  credit  union  membership 
more  effectively.  Congress  has  progressively  increased  this  limit 
from  $50  initially  in  the  original  act  to  $100  in  1940,  $300  in  1946,  and 
$400  in  1949.  The  experience  of  Federal  credit  unions  on  loans  of 
this  type  has  been  very  good  over  the  years,  and  it  is  felt  that  the 
rising  cost  of  commodities  and  services,  coupled  with  the  progressive 
growth  in  knowledge  on  the  part  of  credit  unions  of  the  character 
and  financial  responsibility  of  their  members,  warrants  this  increase 
in  the  signature  loan  limit. 

DIVIDENDS 

Section  18  of  the  amended  act  would  authorize  the  board  of  directors 
to  declare  dividends  (the  law  now  requires  action  by  the  membership 
at  the  annual  meeting);  authorize  semiannual  dividends  (now  only 
annual  dividends  are  allowed) ;  and  allow  dividend  credit  for  a  month 
on  shares  paid  up  during  the  first  5  days  of  the  month  (now  limited 
to  shares  paid  up  before  month  begins). 

The  function  of  declaring  dividends  should  be  placed  in  the  body 
which  is  primarily  responsible  for  the  management  and  sound  opera¬ 
tion  of  the  credit  union.  Also,  it  is  in  the  best  position  to  determine 
the  size  of  the  dividend  which  should  be  distributed,  based  upon  its 
intimate  knowledge  of  the  organization’s  affairs  and  its  current  and 
future  needs. 

The  current  requirement  that  dividends  be  paid  annually  often 
penalizes  members  who  are  forced  to  withdraw  shareholdings  prior 
to  the  year  end,  thereby  losing  the  dividend.  Adoption  of  the  alter¬ 
nate  plan  would  be  optional  with  each  currently  operating  credit 
union  and  would  require  an  appropriate  amendment  to  the  bylaws. 
Newly  chartered  credit  unions  woidd  have  an  initial  choice. 
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Dividend  credit  should  be  allowed  for  the  month  on  the  accounts 
of  members  who  do  not  receive  their  compensation  until  the  last  day 
of  the  previous  month  or  the  first  day  of  the  current  month  and  find 
it  impractical  to  make  share  payments  immediately.  Dividend  credit 
under  the  current  law  would  not  commence  until  the  following  month. 
The  proposed  amendment  eliminates  this  inequity  and  provides  an 
additional  incentive  for  saving. 

SPACE  IN  FEDERAL  BUILDINGS 

Section  25  of  the  amended  act  relates  to  use  by  State  or  Federal 
credit  unions  of  space  in  Federal  buildings.  The  law  now  authorizes 
allotment  of  available  space  without  charge  to  credit  unions  composed 
entirely  of  Federal  employees  and  their  families.  The  bill  would 
broaden  this  authority  to  cover  credit  unions  95  percent  of  whose 
members  are  Federal  employees  or  were  when  admitted  to  member¬ 
ship,  or  are  members  of  their  families.  This  would  allow  credit 
unions  to  continue  membership  of  retired  Federal  employees  and 
members  who  leave  Government  service  without  jeopardizing  the 
credit  union’s  eligibility  for  space  in  Federal  buildings.  Also,  it  would 
allow  such  credit  unions  to  continue  their  eligibility  although  member¬ 
ship  is  extended  to  a  limited  number  of  employees  of  private  con¬ 
tractors  working  on  Federal  installations  along  with  Federal  em¬ 
ployees,  and  to  American  Legion  and  Red  Cross  personnel  working  at 
veterans’  hospitals,  etc. 

CONVERSIONS 

Section  26  of  the  amended  act  covers  conversion  of  credit  unions 
from  State  to  Federal  charter  and  vice  versa.  Conversion  from  Fed¬ 
eral  to  State  charter  would  require  the  affirmative  vote  of  a  majority 
of  the  members,  plus  compliance  with  State  procedures  for  obtaining 
a  State  charter.  Conversion  from  State  to  Federal  charter  would 
require  compliance  with  applicable  State  law  and  with  the  provisions 
of  the  Federal  act.  Under  certain  circumstances  conversion  of  its 
charter  may  be  deemed  advisable  by  a  credit  union  and  acceptable  to 
the  supervisory  agencies  involved.  Special  authority  appears  war¬ 
ranted  which  would  facilitate  the  procedure  of  converting  a  credit 
union  from  a  Federal  to  a  State  charter  and  vice  versa  without  dissi¬ 
pation  of  reserves  or  undue  disruption  of  normal  service  to  the  credit 
union  members. 

TERRITORIAL  APPLICABILITY 

Section  27  of  the  amended  act  would  provide  that  the  Federal 
Credit  Union  Act  shall  apply  to  the  several  States,  the  District  of 
Columbia,  the  Territories  and  possessions,  the  Canal  Zone,  and  Puerto 
Rico.  This  would  substitute  a  general  statement  for  the  existing 
provision  which  specifically  covers  the  Canal  Zone  and  the  Virgin 
Islands.  Thus,  it  would  eliminate  the  need  for  future  amendments  of 
this  type. 

ROBBERY  AND  INCIDENTAL  CRIMES 

Section  2113  of  title  18  of  the  United  States  Code  now  makes  it  a 
Federal  offense  to  rob  any  bank  or  savings  and  loan  chartered  or 
insured  by  the  Federal  Government  and  any  bank  that  is  a  member 
of  the  Federal  Reserve  System.  The  section  also  covers  other  inci- 
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dental  crimes  against  such  banks  and  savings  and  loan  associations. 
Section  2  of  the  bill  would  amend  this  section  to  cover  Federal  credit 
unions,  as  well. 

CHANGES  IN  EXISTING  LAW 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman): 

Note. — Functions  of  the  Farm  Credit  Administration  and  the  Governor 
thereof  were  transferred  to  the  Bureau  of  Farm  Credit  Unions  and  the  Director 
thereof,  respectively,  under  the  jurisdiction  of  the  Federal  Security  Agency, 
by  act  of  June  29,  1948  (62  Stat.  1091).  The  Federal  Security  Agency  was 
abolished  and  functions  transferred  to  the  Department  of  Health,  Education, 
and  Welfare  by  1953  Reorganization  Plan  No.  1  (67  Stat.  632). 


FEDERAL  CREDIT  UNION  ACT 

(12  U.S.C.  1751  et  seq.) 

SHORT  TITLE 

[That  this]  Section  1.  This  Act  may  be  cited  as  the  “Federal 
Credit  Union  Act.” 

DEFINITIONS 

Sec.  2.  [A  Federal  credit  union  is  hereby  defined  as  a  cooperative 
association  organized  in  accordance  with  the  provisions  of  this  Act  for 
the  purpose  of  promoting  thrift  among  its  members  and  creating  a 
source  of  credit  for  provident  or  productive  purposes.  When  used  in 
this  Act  the  term  “Bureau”  means  Bureau  of  Federal  Credit  Unions, 
and  the  term  “Director”  means  the  Director  thereof.]  As  used  in 
this  Act — 

(1)  the  term  “ Federal  credit  union ”  means  a  cooperative  associa¬ 
tion  organized  in  accordance  with  the  provisions  of  this  Act  for  the 
purpose  of  promoting  thrift  among  its  members  and  creating  a  source 
of  credit  for  provident  or  productive  purposes; 

(2)  the  term  “ Bureau ”  means  the  Bureau  of  Federal  Credit 
Unions;  and 

(3)  the  term  “ Director ”  means  the  Director  of  the  Bureau  of 
Federal  Credit  Unions. 

CREATION  OF  BUREAU 

Sec.  3.  There  shall  be  in  the  Department  of  Health,  Education,  and 
Welfare  a  Bureau  of  Federal  Credit  Unions,  which  shall  be  under  the 
supervision  of  a  Director  appointed  by  the  Secretary  of  Health,  Education, 
and  Welfare.  The  Bureau  of  Federal  Credit  Unions  and  the  Director 
shall  be  under  the  general  direction  and  supervision  of  the  Secretary. 

FEDERAL  CREDIT  UNION  ORGANIZATION 

Sec.  [3.]  4-  Any  seven  or  more  natural  persons  who  desire  to  form 
a  Federal  credit  union  shall  subscribe  before  some  officer  competent 
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to  administer  oaths  an  organization  certificate  in  duplicate  which  shall 
specifically  state — 

(1)  [The]  the  name  of  the  association  [.]; 

(2)  [The]  the  location  of  the  proposed  Federal  credit  union 
and  the  territory  in  which  it  will  operate  [.]; 

(3)  [The]  the  names  and  addresses  of  the  subscribers  to  the 
certificate  and  the  number  of  shares  subscribed  by  each  [.]; 

(4)  [The]  the  par  value  of  the  shares,  which  shall  be  $5  each 

[]; 

(5)  [The]  the  proposed  field  of  membership,  specified  in 
detail  [.]; 

(6)  [The]  the  term  of  the  existence  of  the  corporation,  which 
may  be  perpetual  [.];  and 

(7)  [The]  the  fact  that  the  certificate  is  made  to  enable  such 
persons  to  avail  themselves  of  the  advantages  of  this  Act. 

Such  organization  certificate  may  also  contain  any  provisions  ap¬ 
proved  by  the  Director  for  the  management  of  the  business  of  the 
association  and  for  the  conduct  of  its  affairs  and  relative  to  the 
powers  of  its  directors,  officers,  or  stockholders. 

APPROVAL  OF  ORGANIZATION  CERTIFICATE 

Sec.  [4.]  5.  [Any  such]  The  organization  certificate  shall  be  pre¬ 
sented  to  the  Director  for  approval.  [Upon  such  approval  the  Federal 
credit  union  shall  be  a  body  corporate  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the  powers  and 
charged  with  all  the  liabilities  conferred  and  imposed  by  this  Act  upon 
corporations  organized  hereunder.]  Before  any  organization  certifi¬ 
cate  is  approved,  an  appropriate  investigation  shall  be  made  for  the 
purpose  of  determining  (1)  whether  the  organization  certificate  con¬ 
forms  to  the  provisions  of  this  Act;  (2)  the  general  character  and 
fitness  of  the  subscribers  thereto;  and  (3)  the  economic  advisability 
of  establishing  the  proposed  Federal  credit  union.  Upon  approval 
of  such  organization  certificate  by  the  Director,  it  shall  be  the  charter 
of  the  corporation,  and  one  of  the  originals  thereof  shall  be  delivered 
to  the  corporation  after  the  payment  of  the  free  required  therefor. 
Upon  such  approval  the  Federal  credit  union  shall  be  a  body  corporate 
and  as  such,  subject  to  the  limitations  herein  contained,  shall  be  vested 
with  all  oj  the  powers  and  charged  with  all  the  liabilities  conferred  and 
imposed  by  this  Act  upon  corporations  organized  hereunder. 

FEES 

Sec.  [5.]  6.  For  the  purpose  of  paying  the  costs  incident  to  the 
ascertainment  of  whether  an  organization  certificate  should  be  ap¬ 
proved,  the  subscribers  to  any  such  certificate  shall  pay,  at  the  time 
of  filing  their  organization  certificate,  the  amount  prescribed  by  the 
Director,  which  shall  not  exceed  $20  in  any  case;  and  on  the  approval 
of  an3r  organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal  credit 
union  shall  pay  to  the  Bureau  [of  Federal  Credit  Union],  for  the 
preceding  calendar  year,  a  supervision  fee  in  accordance  with  a  gradu¬ 
ated  scale  prescribed  by  regulation  on  the  basis  of  assets  as  of  Decem¬ 
ber  31  of  such  preceding  year,  but  such  fee  shall  in  no  event  be  less 
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than  $10  nor  [(subject  to  such  minimum)]  more  than  the  [amounts] 
applicable  amount  specified  in  the  following  table : 

Total  assets  Maximum  fee 

$500,000  or  less _  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000,000 _  $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 

IP,  ■ovided,  however,  That  no  such  annual  fee  shall  be  payable  by 
such  an  organization  with  respect  to  the  year  in  which  its  charter  is 
issued,  or  the  year  in  which  final  distribution  is  made  in  liquidation 
of  the  credit  union  or  the  charter  is  otherwise  canceled.]  All  such 
fees  shall  be  deposited  with  the  Treasurer  of  the  United  States  for 
the  account  of  the  Bureau  and  may  be  expended  by  the  Director  for 
such  [administrative  and]  administrative,  supervisory,  and  other  ex¬ 
penses  incurred  in  carrying  out  the  provisions  [hereof]  of  this  Act 
as  he  may  determine  to  be  proper,  the  purpose  of  such  fees  being  to 
defray  [as  far  as  practicable,  the  administrative  and  supervisory  costs 
incident  to  the  carrying  out  of  this  Act]  such  expenses  as  jar  as  prac¬ 
ticable.  No  annual  supervision  fee  shall  be  payable  by  a  Federal  credit 
union  with  respect  to  the  year  in  which  its  charter  is  issued,  or  in  which 
final  distribution  is  made  in  its  liquidation  or  the  charter  is  otherwise 
canceled. 

REPORTS  AND  EXAMINATIONS 

Sec.  [6.]  7.  Federal  credit  unions  shall  be  under  the  supervision  of 
the  Director,  and  shall  make  [such]  financial  reports  to  him  [(at  least 
annually)  as  he  may  require]  as  and  when  he  may  require,  but  at  least 
annually.  Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records  accessible 
to,  any  person  designated  by  the  Director.  The  Director  shall  fix  a 
scale  of  examination  fees  to  be  paid  by  Federal  credit  unions,  giving 
due  consideration  to  the  time  and  expense  incident  to  such  ex¬ 
aminations,  and  to  the  ability  of  Federal  credit  unions  to  pay  such 
fees,  which  fees  shall  be  assessed  against  and  paid  by  each  Federal 
credit  union  promptly  after  the  completion  of  such  examination. 
Examination  fees  collected  under  the  provisions  of  this  section  shall 
be  deposited  to  the  credit  of  the  special  fund  created  by  section  [5] 
6,  and  shall  be  available  for  the  purposes  specified  in  [said  section  5] 
such  section. 

POWERS 

Sec.  [7]  8.  A  Federal  credit  union  shall  have  succession  in  its 
corporate  name  during  its  existence  and  shall  have  power — • 

(1)  [To]  to  make  contracts  [.]; 

(2)  [To]  to  sue  and  be  sued[.]; 

(3)  [To]  to  adopt  and  use  a  common  seal  and  alter  the  same 
at  pleasure  [.]; 

(4)  [To]  to  purchase,  hold,  and  dispose  of  property  necessary 
[and]  or  incidental  to  its  operations [.]; 

(5)  [To]  to  make  loans  with  maturities  not  exceeding  [three] 
jive  years  to  its  members  for  provident  or  productive  purposes 
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upon  such  terms  and  conditions  as  this  Act  and  [the]  its  bylaws 
provide  and  as  the  credit  committee  or  a  loan  officer  may  approve, 
at  rates  of  interest  not  exceeding  1  per  centum  per  month  on 
unpaid  [balances  (inclusive]  balances,  inclusive  of  all  charges 
incident  to  making  the  loans;  [) :  Provided,  That]  except  that 
no  loans  to  a  director  [,  officer,]  or  member  of  [a]  the  supervisory 
or  credit  committee  shall  exceed  the  amount  of  his  holdings  in  the 
Federal  credit  union  as  represented  by  shares  thereof  plus  the 
total  unencumbered  and  unpledged  shareholdings  in  the  Federal 
credit  union  of  any  member  pledged  as  security  for  the  obligation 
of  such  director  or  committee  member.  No  director  [,  officer,  or 
committee  member]  or  member  of  the  supervisory  or  credit  com¬ 
mittee  shail  endorse  for  borrowers.  A  borrower  may  repay  his 
loan,  prior  to  maturity,  in  whole  or  in  part  on  any  business  day. 
The  taking,  receiving,  reserving,  or  charging  of  a  rate  of  interest 
greater  than  is  allowed  by  this  [subsection]  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire  interest 
which  the  note,  bill,  or  other  evidence  of  debt  carries  with  it,  or 
which  has  been  agreed  to  be  paid  thereon.  [In  case  the  greater 
rate  of  interest]  If  such  greater  rate  of  interest  has  been  paid,  the 
person  by  whom  it  has  been  paid,  or  his  legal  representatives, 
may  recover  back  from  the  credit  union  taking  or  receiving  the 
same,  in  an  action  in  the  nature  of  an  action  of  debt,  the  entire 
amount  of  interest  [thus  paid  from  the  credit  union  taking  or 
receiving  the  same:  Provided,  That]  paid:  but  such  action  must  be 
commenced  within  two  years  from  the  time  the  usurious  [trans¬ 
action  occurred.]  collection  was  made.  Loans  shall  be  paid  or 
amortized  in  accordance  with  rules  and  regulations  prescribed  by  the 
Director  after  taking  into  account  the  needs  or  conditions  of  the 
borrowers,  the  amounts  and  duration  of  the  loans,  the  interests  of  the 
members  and  the  credit  unions,  and  such  other  factors  as  the  Director 
deems  relevant,  but  such  rules  and  regulations  shall  not  require 
payments  more  frequently  than  annually; 

(6)  [To]  to  receive  from  its  members  payments  on  shares  [.]; 

(7)  [To]  to  invest  its  funds  [(a)]  (A.)  in  loans  exclusively  to 
members;  [(b)]  ( B )  in  obligations  of  the  United  States  of  Amer¬ 
ica,  or  securities  fully  guaranteed  as  to  principal  and  interest 
thereby;  [(c)]  (C)  in  accordance  with  rules  and  regulations  pre¬ 
scribed  by  the  Director,  in  loans  to  other  credit  unions  in  the  total 
amount  not  exceeding  25  per  centum  of  its  paid-in  and  unim¬ 
paired  capital  and  surplus;  [(d)]  or  (D)  in  shares  or  accounts  of 
[Federal]  savings  and  loan  associations,  [and  in  shares  or  ac¬ 
counts  of  any  other  institution]  the  accounts  of  which  are  insured 
by  the  Federal  Savings  and  Loan  Insurance  Corporation[.]; 

(8)  [To]  to  make  deposits  in  national  banks  and  in  State 
banks,  trust  companies,  and  mutual  savings  banks  operating  in 
accordance  with  the  laws  of  the  State  in  which  the  Federal 
credit  union  does  business  [.]; 

(9)  [To]  to  borrow  [(from  any  source)]  in  accordance  with 
such  rules  and  regulations  as  may  be  prescribed  by  the  Director, 
from  any  source,  in  an  aggregate  amount  not  exceeding  50  per 
centum  of  its  paid-in  and  unimpaired  capital  and  surplus: 
Provided,  That  any  Federal  credit  union  may  discount  with  or 
sell  to  any  Federal  intermediate  credit  bank  any  eligible  obliga¬ 
tions  up  to  the  amount  of  its  paid-in  and  unimpaired  capital 
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[subject  to  such  rules  and  regulations  as  may  be  prescribed  by 
the  Director.]; 

(10)  [To]  to  [fine  members]  levy  late  charges,  in  accordance 
with  the  bylaws,  for  failure  of  members  to  meet  promptly  their 
obligations  to  the  Federal  credit  union  [.]; 

(11)  [To]  to  impress  and  enforce  a  lien  upon  the  shares  and 
dividends  of  any  member,  to  the  extent  of  any  loan  made  to  him 
and  any  dues  or  [fines]  charges  payable  by  him  [.]; 

(12)  in  accordance  with  rules  and  regulations  'prescribed  by  the 
Director,  to  sell  to  members  negotiable  checks  ( including  travelers 
checks )  and  money  orders,  and  to  cash  checks  and  money  orders  jor 
members,  for  a  fee  which  does  not  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service;  and 

[(12)]  (13)  [To]  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on  effectively  the 
business  for  which  it  is  incorporated. 

BYLAWS 

Sec.  [8.]  9.  In  order  to  simplify  the  organization  of  Federal  credit 
unions  the  Director  shall  [,  upon  the  passage  of  this  Act,]  from  time  to 
time  cause  to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by  Federal 
credit  union  incorporators,  and  shall  be  supplied  to  them  on  request. 
At  the  time  of  presenting  the  organization  certificate  the  incorporators 
shall  also  submit  proposed  bylaws  to  the  Director  for  his  approval. 

MEMBERSHIP 

Sec.  [9.]  10.  Federal  credit  union  membership  shall  consist  of  the 
incorporators  and  such  other  persons  and  incorporated  and  unin¬ 
corporated  organizations,  to  the  extent  permitted  by  rules  and 
regulations  prescribed  by  the  Director,  as  may  be  elected  to  member¬ 
ship  and  as  such  shall  each,  subscribe  to  at  least  one  share  of  its  stock 
and  pay  the  initial  installment  thereon  and  the  entrance  fee;  except 
that  Federal  credit  union  membership  shall  be  limited  to  groups 
having  a  common  bond  of  occupation  or  association,  or  to  groups 
within  a  well-defined  neighborhood,  community,  or  rural  district. 
Shares  may  be  issued  in  joint  tenancy  with  right  of  survivorship  with 
any  [person]  persons  designated  by  the  credit  union  member,  but  no 
joint  tenant  shall  be  permitted  to  vote,  obtain  loans,  or  hold  office, 
unless  he  is  within  the  field  of  membership  and  is  a  qualified  member. 

members’  meetings 

Sec.  [10.]  11.  The  fiscal  year  of  all  Federal  credit  unions  shall  end 
December  31.  The  annual  meeting  of  each  Federal  credit  union 
shall  be  held  at  such  time  during  the  month  of  the  following  January 
and  at  such  place  as  its  bylaws  shall  prescribe.  Special  meetings 
may  be  held  in  the  manner  indicated  in  the  bylaws.  No  member 
shall  be  entitled  to  vote  by  proxy,  but  a  member  other  than  a  natural 
person  may  vote  through  an  agent  designated  for  the  purpose.  Irre¬ 
spective  of  the  number  of  shares  held  by  him,  no  member  shall  have 
more  than  one  vote. 


FEDERAL  CREDIT  UNION  ACT 


13 


MANAGEMENT 

Sec.  [11.]  12.  [(a)]  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors,  and  a 
credit  committee  of  not  less  than  three  members,  [and  a  supervisory 
committee  of  three  members  (a  majority  of  whom  shall  not  be  direc¬ 
tors)  all  to  be  elected  by  the  members  (and  from  their  number)  at 
theh  annual  meeting,  and  to  hold  office  for  such  terms,  respectively, 
as  the  bylaws  may  provide.]  all  to  be  elected  at  the  annual  members ’ 
meeting  by  and  from  the  members,  and  by  a  supervisory  committee  oj 
three  members,  one  oj  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  board.  Any  vacancy  occurring  in  the  supervisory 
committee  shall  be  filled  in  the  same  manner  as  original  appointments  to 
such  committee.  All  members  oj  the  board  and  oj  such  committees  shall 
hold  office  jor  such  terms,  respectively,  as  the  bylaws  may  provide.  A 
record  of  the  names  and  addresses  of  the  members  of  the  board  and 
such  committees  and  oj  the  officers  of  the  credit  union  shall  be  filed  with 
the  Bureau  within  10  days  after  their  election  or  appointment.  No 
member  of  the  board  or  of  either  such  committee  shall,  as  such,  be 
compensated. 

OFFICERS 

[(b)]  Sec.  13.  At  their  first  meeting  after  the  annual  meeting  of 
the  members,  the  directors  shall  elect  from  their  number  a  president, 
[a  vice  president,  a  clerk,]  one  or  more  vice  presidents,  a  secretary,  and 
a  treasurer,  who  shall  be  the  executive  officers  of  the  corporation 
[and  may  be  compensated  for  their  services  to  such  extent  as  the 
bylaws  may  provide].  No  executive  officer,  except  the  treasurer,  shall  be 
compensated  as  such.  The  offices  of  [clerk]  secretary  and  treasurer 
may  be  held  by  the  same  person.  The  duties  of  the  officers  shall  be  as 
determined  by  the  bylaws,  except  that  the  treasurer  shall  be  the 
general  manager  of  the  corporation.  Before  the  treasurer  shall 
enter  upon  his  duties  he  shall  give  bond  with  good  and  sufficient 
surety,  in  an  amount  and  character  to  be  determined  [from  time  to 
time]  by  the  board  of  directors  in  compliance  with  regulations 
prescribed [,]  from  time  to  time[,]  by  the  Director,  conditioned  upon 
the  faithful  performance  of  his  trust. 

DIRECTORS 

[(c)]  Sec.  14 ■  The  board  of  directors  shall  meet  at  least  once  a 
month  and  shall  have  the  general  direction  and  control  of  the  affairs  of 
the  corporation.  Minutes  of  all  such  meetings  shall  be  kept.  Among 
other  things  they  shall  act  upon  applications  for  membership;  require 
any  officer  or  employee  having  custody  of  or  handling  funds  to  give 
bond  with  good  and  sufficient  surety  in  an  amount  and  character  to 
be  determined  [from  time  to  time]  by  the  board  of  directors  in 
.compliance  with  regulations  prescribed  [,]  from  time  to  time  [,] 
by  the  Director,  and  authorize  the  payment  of  the  premium  or  pre¬ 
miums  therefor  from  the  funds  of  the  Federal  credit  union;  [recom¬ 
mend  the  declaration  of  dividends;]  fill  vacancies  in  the  board  and 
in  the  credit  committee  until  successors  elected  at  the  next  annual 
meeting  have  qualified;  have  charge  of  investments  other  than  loans 
to  members;  determine  from  time  to  time  the  maximum  number  of 
shares  that  may  be  held  by  [any]  an  individual;  subject  to  the 
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limitations  of  this  Act,  determine  the  interest  rates  on  loans  and  the 
maximum  amount  [that]  which  may  be  loaned  with  or  without 
security  to  any  member;  [and,]  subject  to  such  regulations  as  may  be 
issued  by  the  Director,  authorize  an  interest  refund  to  members  of 
record  at  the  close  of  business  on  December  31  in  proportion  to  the 
interest  paid  by  them  during  [the]  that  year;  and  provide  jor  com¬ 
pensation  of  necessary  clerical  and  auditing  assistance  requested  by  the 
supervisor y  committee,  and  of  loan  officers  appointed  by  the  credit  com¬ 
mittee.  The  board  may  appoint  an  executive  committee  of  not  ess  than 
three  directors  to  act  for  it  in  the  purchase  and  sales  of  securities  or  the 
making  of  loans  to  other  credit  unions ,  or  both.  Such  executive  committee 
or  a  membership  officer  appointed  by  the  board  from  among  the  members 
of  the  credit  union,  other  than  the  treasurer,  an  assistant  treasurer,  or  a 
loan  officer,  may  be  authorized  by  the  board  to  approve  applications  for 
membership  under  such  conditions  as  the  board  may  prescribe ;  except 
that  such  committee  or  membership  officer  so  authorized  shall  submit  to 
the  board  at  each  monthly  meeting  a  list  of  approved  or  pending  applica¬ 
tions  for  membership  received  since  the  previous  monthly  meeting,  to-  { 
gether  with  such  other  related  information  as  the  bylaws  or  the  board  may 
require. 

CREDIT  COMMITTEE 

[(d)]  Sec.  15.  The  credit  committee  shall  hold  such  meetings  as 
the  business  of  the  Federal  credit  union  may  require  and  not  less  fre¬ 
quently  than  once  a  month  [(of  which  meetings  due  notice  shall  be 
given  to  members  of  the  committee)]  to  consider  applications  for 
loans.  Beasonable  notice  of  such  meetings  shall  be  given  to  all  members 
of  the  committee.  No  loan  shall  be  made  unless  it  is  approved  by  a 
majority  of  the  entire  committee  and  by  all  [of  the]  members  of  the 
committee  who  are  present  at  the  meeting  at  which  the  application  is 
considered;  except  that  the  credit  committee  may  appoint  one  or  more  loan 
officers,  and  delegate  to  him  or  them  the  power  to  approve  loans  up  to  the 
unsecured  limit,  or  in  excess  of  such  limit  if  such  excess  is  fully  secured 
by  unpledged  shares.  Each  loan  officer  shall  furnish  to  the  credit  com¬ 
mittee  a  record  of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All  loans  not 
approved  by  a  loan  officer  shall  be  acted  upon  by  the  credit  committee. 
No  individual  shall  have  authority  to  disburse  funds  of  the  Federal  credit  | 
union  for  any  loan  which  has  been  approved  by  him  in  his  capacity  as  a 
loan  officer.  Not  more  than  one  member  of  the  credit  committee  may  be 
appointed  as  a  loan  officer.  Applications  for  loans  shall  be  made  on 
forms  prepared  by  such  committee,  which  shall  set  forth  the  purpose 
for  which  the  loan  is  desired,  the  security,  if  any,  and  such  other  data 
as  may  be  required.  No  loan  shall  be  made  to  any  member  which 
[shall  cause]  causes  such  member  to  become  indebted  to  the  Federal 
credit  union  in  [the  aggregate,  upon  loans  made  to  such  member,  in 
excess  of  $200  or  10  per  centum  of  the  Federal  credit  union’s  paid-in 
and  unimpaired  capital  and  surplus,  whichever  is  greater,  or  in  excess 
of  $400  unless  such  excess  over  $400  is  adequately  secured.]  an  aggre¬ 
gate  amount,  upon  loans  made  to  such  member,  which  is  in  excess  of  $200 
or  10  per  centum  of  the  credit  union's  paid-in-unimpaired  capital  and 
surplus,  whichever  is  greater,  or  in  excess  of  $750  unless  such  excess  over 
$750  is  adequately  secured.  For  the  purposes  of  this  [subdivision] 
section  an  assignment  of  shares  or  the  endorsement  of  a  note  shall  be 
deemed_security. 
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SUPERVISORY  COMMITTEE 

[(e)]  Sec.  16.  The  supervisory  committee  shall  make  [,]  or  cause 
to  be  made,  at  least  quarterly,  an  examination  of  the  affairs  of  the 
Federal  credit  union,  including  an  audit  of  its  books;  shall  make  or 
cause  to  be  made  a  report  oj  its  quarterly  examination  to  the  board  oj 
directors;  shall  make  or  cause  to  be  made  an  annual  audit,  [and  a  report 
to  be  submitted]  a  report  oj  which  shall  be  submitted  to  the  members  at 
the  next  annual  meeting  of  the  corporation;  [,  by  a  unanimous  vote, 
may  suspend]  may  suspend  by  a  unanimous  vote  any  officer  of  the  cor¬ 
poration^]  or  any  member  of  the  credit  committee  or  of  the  board 
of  directors,  until  the  next  members’  meeting,  which  [said]  members ’ 
meeting[,  however,]  shall  be  held  [within  seven  days  of  said  sus¬ 
pension  and  at  which  meeting  said]  not  less  than  seven  nor  more  than 
fourteen  days  after  such  suspension  and  at  which  meeting  such  suspen¬ 
sion  shall  be  acted  upon  by  the  members;  and[,  by  a  majority  vote,] 
may  call  by  a  majority  vote  a  special  meeting  of  the  shareholders  to  con¬ 
sider  any  violation  of  this  Act,  the  charter,  or  [of]  the  bylaws,  or  any 
practice  of  the  corporation  deemed  by  the  supervisory  committee  to 
be  unsafe  or  unauthorized.  [The  said  committee  shall  fill  vacancies 
in  its  own  membership  until  successors  to  be  elected  at  the  next 
annual  meeting  have  qualified.]  Any  member  oj  the  supervisory 
committee  may  be  suspended  by  the  board  oj  directors.  The  members 
shall  decide,  at  a  meeting  held  not  less  than  seven  nor  more  than  fourteen 
days  ajter  any  such  suspension,  whether  the  suspended  committee  member 
shall  be  removed  jrom  or  restored  to  the  supervisory  committee.  The 
supervisory  committee  shall  cause  the  passbooks  and  accounts  of  the 
members  to  be  verified  with  the  records  of  the  treasurer  from  time 
to  time,  and  not  less  frequently  than  once  very  two  years.  As  used 
in  this  [subsection]  section,  the  term  “passbook”  shall  include  any 
book,  statement  of  account,  or  other  record  approved  by  the  Director 
for  use  by  Federal  credit  unions. 

RESERVES 

[Sec.  12  Reserves. — ]  Sec.  17.  All  entrance  fees  and  [fines] 
charges  provided  by  the  bylaws  and  20  per  centum  of  the  net  earnings 
of  each  [year]  dividend  period,  before  the  declaration  of  any  [divi¬ 
dend]  dividends,  shall  be  set  aside  as  a  regular  reserve  against 
losses  on  bad  loans  and  such  other  losses  as  may  be  specified  in 
the  bylaws  in  accordance  with  regulations  prescribed  under  this 
Act:  Provided,  however,  That  when  the  regular  reserve  thus  estab¬ 
lished  shall  equal  10  per  centum  of  the  total  amount  of  members’ 
shareholdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  excess  of 
20  per  centum  of  the  net  earnings  as  may  be  needed  to  maintain  this 
10  per  centum  ratio  shall  continue  to  be  transferred.  In  addition  to 
such  regular  reserve,  special  reserves  to  protect  the  interests  of  mem¬ 
bers  shall  be  established  when  required  [(a)]  ( 1 )  by  regulation,  or 
[(b)]  (2)  in  any  special  case,  when  found  by  the  [director]  Director 
to  be  necessary  for  that  purpose. 
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DIVIDENDS 

Sec.  [13]  18.  [At  the  annual  meeting  a  dividend  may  be  declared 
from  the  remaining  net  earnings  on  recommendation  of  the  board  of 
directors,  which  dividend  shall  be  paid  on  all  paid-up  shares  outstand¬ 
ing  at  the  end  of  the  preceding  fiscal  year.]  Annually  or  semiannually , 
as  the  bylaws  may  provide,  and  after  provision  for  the  required  reserves, 
the  board  of  directors  may  declare  a  dividend  to  be  paid  from  the  remaining 
net  earnings.  Such  dividend  shall  be  paid  on  all  paid-up  shares  out¬ 
standing  at  the  end  of  the  period  for  which  the  dividend  is  declared. 
Shares  which  become  fully  paid  up  during  such  [year]  dividend  period 
and  are  outstanding  at  the  close  of  the  period  shall  be  entitled  to  a  pro¬ 
portional  part  of  [said]  such  dividend  [calculated  from  the  1st  day 
of  the  month  following  such  payment  in  full].  Dividend  credit  for 
a  month  may  be  accrued  on  shares  which  are  or  become  fully  paid  up 
during  the  first  five  days  of  that  m  onth. 

EXPULSION  AND  WITHDRAWAL 

Sec.  [14]  19.  A  member  may  be  expelled  by  a  two-thirds  vote  of  the 
members  of  a  Federal  credit  union  present  at  a  special  meeting  called 
for  the  purpose,  but  only  after  an  opportunity  has  been  given  him  to 
be  heard.  Withdrawal  or  expulsion  of  a  member  shall  not  operate  to 
relieve  him  from  liability  to  the  Federal  credit  union.  The  amount 
to  be  paid  a  withdrawing  or  expelled  member  by  a  Federal  credit 
union  shall  be  determined  and  paid  in  the  manner  specified  in  the 
bylaws. 

MINORS 

Sec.  [15]  20.  Shares  may  be  issued  in  the  name  of  a  minor  or  in 
trust,  subject  to  such  conditions  as  may  be  prescribed  by  the  bylaws. 
[The]  When  shares  are  issued  in  trust,  the  name  of  the  beneficiary 
shall  be  disclosed  to  the  Federal  credit  union. 

CERTAIN  POWERS  OF  DIRECTOR 

Sec.  [16]  21.  (a)  The  Director  may  prescribe  rules  and  regulations 
for  the  administration  of  this  Act  (including,  but  not  by  way  of 
limitation,  the  merger,  consolidation,  [and/or]  and  dissolution  of 
corporations  organized  under  this  Act). 

(b)  (1)  The  Director  may  suspend  or  revoke  the  charter  of  any 
Federal  credit  union,  or  place  the  same  in  involuntary  liquidation  and 
appoint  a  liquidating  agent  therefor,  upon  his  finding  that  the  organi¬ 
zation  is  bankrupt  or  insolvent,  or  has  violated  any  of  the  provisions 
of  its  charter,  its  bylaws,  [or  of  this  chapter]  this  Act,  or  [of]  any 
regulations  issued  thereunder. 

(2)  The  Director,  through  such  persons  as  he  shall  designate,  may 
examine  any  Federal  credit  union  in  voluntary  liquidation  and,  upon 
his  finding  that  such  voluntary  liquidation  is  not  being  conducted  in 
an  orderly  or  efficient  manner  or  in  the  best  interests  of  its  members, 
may  terminate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent  therefor. 

(3)  Such  liquidating  agent  shall  have  power  and  authority,  subject 
to  the  control  and  supervision  of  the  Director  and  under  such  rules  and 
regulations  as  the  Director  may  prescribe,  [(i)]  (A)  to  receive  and  take 
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possession  of  the  books,  records,  assets,  and  property  of  every  descrip¬ 
tion  of  the  Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound  all  bad  or 
doubtful  debts,  and  to  sue  in  his  own  name  or  in  the  name  of  the 
Federal  credit  union  in  liquidation,  and  defend  such  actions  as  may  be 
brought  against  him  as  liquidating  agent  or  against  the  Federal  credit 
union;  [(h)]  ( B )  to  receive,  examine,  and  pass  upon  all  claims  against 
the  Federal  credit  union  in  liquidation,  including  claims  of  members  on 
shares;  [(iii)J  (C)  to  make  distribution  and  payment  to  creditors  and 
members  as  their  interests  may  appear;  and  [(iv)]  (D)  to  execute 
such  documents  and  papers  and  to  do  such  other  acts  and  things 
which  he  may  deem  necessary  or  desirable  to  discharge  his  duties 
hereunder. 

(4)  Subject  to  the  control  and  supervision  of  the  Director  and  under 
such  rules  and  regulations  as  the  Director  may  prescribe,  the  liquidat¬ 
ing  agent  of  a  Federal  credit  union  in  involuntary  liquidation  shall 
[(i)]  (A)  cause  notice  to  be  given  to  creditors  and  members  to  present 

)  their  claims  and  make  legal  proof  thereof,  which  notice  shall  be 
published  once  a  week  in  each  of  three  successive  weeks  in  a  news¬ 
paper  of  general  circulation  in  each  county  in  which  the  Federal 
credit  union  in  liquidation  maintained  an  office  or  branch  for  the 
transaction  of  business  on  the  date  it  ceased  unrestricted  opera- 
tionsf:  Provided,  That];  except  that  whenever  the  aggregate  book 
value  of  the  assets  and  property  of  a  Federal  credit  union  in  in¬ 
voluntary  liquidation  is  less  than  $1,000,  unless  the  Director  shall 
find  that  its  books  and  records  do  not  contain  a  true  and  accurate 
record  of  its  liabilities,  he  shall  declare  such  Federal  credit  union 
in  liquidation  to  be  a  “no  publication”  liquidation,  and  publication 
of  notice  to  creditors  and  members  shall  not  be  required  in  such  case; 
[(ii)]  ( B )  from  time  to  time  make  a  ratable  dividend  on  all  such 
claims  as  may  have  been  proved  to  his  satisfaction  or  adjudicated  in  a 
court  of  competent  jurisdiction  and,  after  the  assets  of  such  organiza¬ 
tion  have  been  liquidated,  [shall]  make  further  dividends  on  all  claims 
previously  proved  or  adjudicated [;  and  the  liquidating  agent],  and  he 
may  accept  in  lieu  of  a  formal  proof  of  claim  on  behalf  of  any  creditor 
or  member  the  statement  of  any  amount  due  to  such  creditor  or 

v  member  as  shown  on  the  books  and  records  of  the  credit  union  [: 

I)  Provided,  That];  but  all  claims  not  filed  before  payment  of  the  final 
dividend  shall  be  barred  and  claims  rejected  or  disallowed  by  the 
liquidating  agent  shall  be  likewise  barred  unless  suit  be  instituted 
thereon  within  three  months  after  notice  of  rejection  or  disallowance; 
C(iii)]  and  (C)  in  a  “no  publication”  liquidation,  determine  from  all 
sources  available  to  him,  and  within  the  limits  of  available  funds  of  the 
Federal  credit  union,  the  amounts  due  to  creditors  and  members, 
and  after  sixty  days  shall  have  elapsed  from  the  date  of  his  appoint¬ 
ment  [,  shall]  distribute  the  funds  of  the  Federal  credit  union  to 
creditors  and  members  ratably  and  as  their  interests  may  appear. 

(5)  Upon  certification  by  the  liquidating  agent  in  the  case  of  an 
involuntary  liquidation,  and  upon  such  proof  as  shall  be  satisfactory 
to  the  Director  in  the  case  of  a  voluntary  liquidation,  that  distribution 
has  been  made  and  that  liquidation  has  been  completed,  as  provided 
herein,  the  Director  shall  cancel  the  charter  of  such  Federal  credit 
union[:  Provided,  That];  but  the  corporate  existence  of  the  Federal 
credit  union  shall  continue  for  a  period  of  three  years  from  the  date  of 
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such  cancellation  of  its  charter,  during  which  period  the  liquidating 
agent,  or  his  duly  appointed  successor,  or  such  persons  as  the  Director 
shall  designate,  may  act  on  behalf  of  the  Federal  credit  union  for  the 
purpose  of  paying,  satisfying,  and  discharging  any  existing  liabilities 
or  obligations,  collecting  and  distributing  its  assets,  and  doing  all 
other  acts  required  to  adjust  and  wind  up  its  business  and  affairs, 
and  it  may  sue  and  be  sued  in  its  corporate  name. 

[(b)]  (c)  After  the  expiration  of  five  years  from  tpe  date  of  can¬ 
cellation  of  the  charter  of  a  Federal  credit  union  the  Director  may, 
in  his  discretion,  destroy  any  or  all  books  and  records  of  such  Federal 
credit  union  in  his  possession  or  under  his  control. 

[(c)]  (d)  The  Director  is  [hereby]  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  any  and  all  duties  vested 
in  him  hereby,  through  such  persons  as  he  shall  designate  or  employ; 
and  he  may  delegate  to  any  person  or  persons,  including  any  institu¬ 
tion  operating  under  the  general  supervision  of  the  Bureau,  the  per¬ 
formance  and  discharge  of  any  authority,  power,  or  function  vested  jj 
in  him  by  this  Act. 

[(d)]  (e)  All  books  and  records  of  Federal  credit  unions  shall  be 
kept  and  reports  shall  be  made  in  accordance  with  forms  approved 
by  the  Director. 

[(e)]  (/)  The  Director  is  [hereby]  authorized  to  make  investiga¬ 
tions  and  to  conduct  researches  and  studies  of  the  problems  of  persons 
of  small  means  in  obtaining  credit  at  reasonable  rates  of  interest,  and 
of  the  methods  and  benefits  of  cooperative  saving  and  lending  among 
such  persons.  He  is  further  authorized  to  make  reports  of  such  in¬ 
vestigations  and  to  publish  and  disseminate  the  same. 

[(f)]  (?)  Any  officer  or  employee  of  the  Bureau  [of  Federal  Credit 
Unions]  is  authorized,  when  designated  for  the  purpose  by  the  Di¬ 
rector  [of  the  Bureau  of  Federal  Credit  Unions],  to  administer  oaths 
and  affirmations  and  to  take  affidavits  and  depositions  touching  upon 
any  matter  within  the  jurisdiction  of  the  Bureau  [of  Federal  Credit 
Unions]. 

[tg)]  ( h )  The  Director  [of  the  Bureau  of  Federal  Credit  Unions] 
is  authorized,  empowered,  and  directed  to  require  that  every  person 
appointed  or  elected  by  any  Federal  credit  union  to  any  position 
requiring  the  receipt,  [payment  or]  'payment,  or  custody  of  money  I 
or  other  personal  property  owned  by  a  Federal  credit  [union  or] 
union,  or  in  its  custody  or  control  as  collateral  or  otherwise,  [to] 
give  bond  in  a  corporate  surety  company  holding  a  certificate  of 
authority  from  the  Secretary  of  the  Treasury  under  the  Act  [of 
Congress]  approved  July  30,  1947  (6  U.S.C.  sec.  6-13),  as  an  ac¬ 
ceptable  surety  on  Federal  bonds.  Any  such  bond  or  bonds  shall 
be  in  a  form  approved  by  the  Director  with  a  view  to  providing  surety 
coverage  to  the  Federal  credit  union  with  reference  to  loss  by  reason 
of  acts  of  fraud  or  dishonesty  including  forgery,  theft,  embezzlement, 
wrongful  [abstraction  or]  abstraction,  or  misapplication  on  the  part 
of  the  person  directly  or  through  connivance  with  others,  and  such 
other  surety  coverages  as  the  Director  may  determine  to  be  reasonably 
appropriate  or  as  elsewhere  required  by  this  [chapter]  Act.  Any 
such  bond  or  bonds  shall  be  in  such  an  amount  in  relation  to  the 
money  or  other  personal  property  involved  or  in  relation  to  the  assets 
of  the  Federal  credit  union  as  the  Director  may  from  time  to  time 
prescribe  by  regulation  for  the  purpose  of  requiring  reasonable  cover- 
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age.  In  lieu  of  individual  bonds  the  Director  may  approve  the  use 
of  a  form  of  schedule  or  blanket  bond  which  covers  all  of  the  officers 
and  employees  of  a  Federal  credit  union  whose  duties  include  the 
receipt,  payment,  or  custody  of  money  or  other  personal  property 
for  or  on  behalf  of  the  Federal  credit  union.  The  Director  may  also 
approve  the  use  of  a  form  of  excess  coverage  bond  whereby  a  Federal 
credit  union  may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 


FISCAL  AGENTS  AND  DEPOSITORIES 

[Sec.  17.]  Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  by  the  Secretary  of  the  Treasury,  shall  act  as 
fiscal  agent  of  the  United  States  and  shall  perform  such  services  as  the 
Secretary  of  the  Treasury  may  require  in  connection  with  the  collec¬ 
tion  of  taxes  and  other  obligations  due  the  United  States  and  the 
lending,  borrowing,  and  repayment  of  money  by  the  United  States, 
including  the  issue,  sale,  [redemption  or]  redemption,  or  repurchase 
of  bonds,  notes,  Treasury  certificates  of  indebtedness,  or  other  obliga¬ 
tions  of  the  United  States;  and  to  facilitate  such  purposes  the  Director 
shall  furnish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
names  and  addresses  of  all  Federal  credit  unions  with  such  other  avail¬ 
able  information  concerning  them  as  may  be  requested  by  the  Secre¬ 
tary  of  the  Treasury.  Any  Federal  credit  union  organized  under 
this  Act,  when  designated  for  that  purpose  by  the  Secretary  of  the 
Treasury  shall  be  a  depository  of  public  money,  except  receipts  from 
customs,  under  such  regulations  as  may  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

TAXATION 

[Sec.  18.]  Sec.  23.  The  Federal  credit  unions  organized  hereunder, 
their  property,  their  franchises,  capital,  reserves,  surpluses,  and  other 
funds,  and  their  income  shall  be  exempt  from  all  taxation  now  or  here¬ 
after  imposed  by  the  United  States  or  by  any  State,  Territorial,  or 
local  taxing  authority;  except  that  any  real  property  and  any  tangible 
personal  property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent  as 
other  similar  property  is  taxed.  Nothing  herein  contained  shall  pre¬ 
vent  holdings  in  any  Federal  credit  union  organized  hereunder  from 
being  included  in  the  valuation  of  the  personal  property  of  the  owners 
or  holders  thereof  in  assessing  taxes  imposed  by  authority  of  the  State 
or  political  subdivision  thereof  in  which  the  Federal  credit  union  is 
located [:  Provided ,  however,  That];  but  the  duty  or  burden  of  collecting 
or  enforcing  the  payment  of  such  a  tax  shall  not  be  imposed  upon  any 
such  Federal  credit  union  and  the  tax  shall  not  exceed  the  rate  of  taxes 
imposed  upon  holdings  in  domestic  credit  unions. 

[Sec.  19.  Not  to  exceed  $50,000  of  the  fund  available  to  the 
Director  under  section  4  of  the  Act  of  March  3,  1932,  for  expenses  of 
administration  in  connection  with  loans  made  thereunder  to  aid  in 
the  establishment  of  agricultural  credit  corporations,  is  hereby  made 
available  also  for  administrative  expenses  in  administering  this  Act.] 
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PARTIAL  INVALIDITY;  RIGHT  TO  AMEND 

[Sec.  20.]  Sec.  2J+.  (a)  If  any  provision  of  this  Act,  or  the  applica¬ 
tion  thereof  to  any  person  or  circumstance,  is  held  invalid,  the  re¬ 
mainder  of  the  Act,  and  the  application  of  such  [provisions]  provision 
to  other  persons  or  circumstances,  shall  not  be  affected  thereby. 

(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or  any  part  thereof, 
or  any  charter  issued  pursuant  to  the  provisions  of  this  Act,  is  ex¬ 
pressly  reserved. 


SPACE  IN  FEDERAL  BUILDINGS 

[Sec.  21.]  Sec.  25.  Upon  application  by  any  credit  union  organized 
under  State  law  or  by  any  Federal  credit  union  organized  in  accordance 
with  the  terms  of  this  Act,  at  least  95  per  centum  of  the  membership 
of  which  is  composed  [exclusively]  of  persons  who  either  are  presently 
Federal  employees  or  were  Federal  employees  at  the  time  of  admission 
into  the  credit  union,  and  members  of  their  families,  which  application 
shall  be  addressed  to  the  officer  or  agency  of  the  United  States  charged 
with  the  allotment  of  space  in  the  Federal  buildings  in  the  community 
or  district  in  which  [said]  such  credit  union  [or  Federal  credit  union] 
does  business,  such  officer  or  agency  may  in  his  or  its  discretion  allot 
space  to  such  credit  union  if  space  is  available  without  charge  for  rent 
or  services. 

CONVERSION  FROM  FEDERAL  TO  STATE  CREDIT  UNION  AND  FROM  STATE 

TO  FEDERAL  CREDIT  UNION 

Sec.  26.  (a)  A  Federal  credit  union  may  be  converted  into  a  State 
credit  union  under  the  laws  of  any  State,  the  District  of  Columbia,  the 
several  Territories  and  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  by  complying  with 
the  following  requirements: 

(1)  The  proposition  for  such  conversion  shall  first  be  approved,  and  a 
date  set  for  a  vote  thereon  by  the  members  ( either  at  a  meeting  to  be  held 
on  such  date  or  by  written  ballot  to  be  filed  on  or  before  such  date),  by  a 
majority  of  the  directors  of  the  Federal  credit  union.  Written  notice  of 
the  proposition  and  of  the  date  set  for  the  vote  shall  then  be  delivered  in 
person  to  each  member,  or  mailed  to  each  member  at  the  address  for  such 
member  appearing  on  the  records  of  the  credit  union,  not  more  than 
thirty  nor  less  than  seven  days  prior  to  such  date.  Approval  of  the 
proposition  for  conversion  shall  be  by  the  affirmative  vote  of  a.  majority 
of  the  members,  in  person  or  in  writing. 

(2)  A  statement  of  the  results  of  the  vote,  verified  by  the  affidavits  of 
the  president  or  vice  president  and  the  secretary,  shall  be  filed  with  the 
Bureau  within  ten  days  after  the  vote  is  taken. 

(3)  Promptly  after  the  vote  is  taken  and  in  no  event  later  than  ninety 
days  thereafter,  if  the  proposition  for  conversion  was  approved  by  such 
vote,  the  credit  union  shall  take  such  action  as  may  be  necessary  under  the 
applicable  State  law  to  make  it  a  State  credit  union,  and  within  ten  days 
after  receipt  of  the  State  credit  union  charter  there  shall  be  filed  with  the 
Bureau  a  copy  of  the  charter  thus  issued.  Upon  such  filing  the  credit 
union  shall  cease  to  be  a  Federal  credit  union. 

(f)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit  union  shall 
no  longer  be  subject  to  any  of  the  provisions  of  this  Act.  The  successor 
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State  credit  unions  shall  be  vested  with  all  of  the  assets  and  shall  continue 
responsible  for  all  of  the  obligations  of  the  Federal  credit  union  to  the 
same  extent  as  though  the  conversion  had  not  taken  place. 

(b)(1)  A  State  credit  union,  organized  under  the  laws  of  any  State, 
the  District  of  Columbia,  the  several  Territories  and  possessions  of  the 
United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto 
Pico,  may  be  converted  into  a  Federal  credit  union  by  (A)  complying 
with  all  State  requirements  requisite  to  enabling  it  to  convert  to  a  Federal 
credit  union  or  to  cease  being  a  State  credit  union,  (B)  filing  with  the 
Bureau  proof  of  such  compliance,  satisfactory  to  the  Director,  and  (C) 
filing  with  the  Bureau  an  organization  certificate  as  required  by  this  Act. 

(2)  When  the  Director  has  been  satisfied  that  all  of  such  requirements , 
and  all  other  requirements  of  this  Act,  have  been  complied  with,  the 
Director  shall  approve  the  organization  certificate.  Upon  such  approval, 
the  State  credit  union  shall  become  a  Federal  credit  union  as  of  the  date 
it  ceases  to  be  a  State  credit  union.  The  Federal  credit  union  shall  be 
vested  with  all  the  assets  and  shall  continue  responsible  for  all  of  the 
obligations  of  the  State  credit  union  to  the  same  extent  as  though  the  con¬ 
version  had  not  taken  place. 

TERRITORIAL  APPLICABILITY  OF  ACT 

[Sec.  22]  Sec.  27.  [The  provisions  of  this  Act  shall  be  extended  to 
and  include  the  Panama  Canal  Zone,  and  the  Virgin  Islands.]  The 
provisions  of  this  Act  shall  apply  to  the  several  States,  the  District  of 
Columbia,  the  several  Territories  and  possessions  of  the  United  States, 
the  Panama  Canal  Zone,  and  the  Commonwealth  of  Puerto  Rico. 


SECTION  2113  OF  TITLE  18  OF  THE  UNITED  STATES  CODE 

§  2113.  Bank  robbery  and  incidental  crimes. 

(a)  Whoever,  by  force  and  violence,  or  by  intimidation,  takes,  or 
attempts  to  take,  from  the  person  or  presence  of  another  any  property 
or  money  or  any  other  thing  of  value  belonging  to,  or  in  the  care, 
custody,  control,  management,  or  possession  of,  any  bank,  or  any 
savings  and  loan  association;  or 

Whoever  enters  or  attempts  to  enter  any  bank,  or  any  savings  and 
loan  association,  or  any  building  used  in  whole  or  in  part  as  a  bank, 
or  as  a  savings  and  loan  association,  with  intent  to  commit  in  such 
bank,  or  in  such  savings  and  loan  association,  or  building,  or  part 
thereof,  so  used,  any  felony  affecting  such  bank  or  such  savings  and 
loan  association  and  in  violation  of  any  statute  of  the  United  States, 
or  any  larceny — 

Shall  be  fined  not  more  than  $5,000  or  imprisoned  not  more  thar 
twenty  years,  or  both. 

(b)  Whoever  takes  and  carries  away,  with  intent  to  steal  or  purloin., 
any  property  or  money  or  any  other  thing  of  value  exceeding  $100 
belonging  to,  or  in  the  care,  custody,  control,  management,  or  posses¬ 
sion  of  any  bank,  or  any  savings  and  loan  association,  shall  be  fined 
not  more  than  $5,000  or  imprisoned  not  more  than  ten  years,  or  both; 
or 

Whoever  takes  and  carries  away,  with  intent  to  steal  or  purloin, 
any  property  or  money  or  any  other  thing  of  value  not  exceeding  $100 
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belonging  to,  or  in  the  care,  custody,  control,  management,  or  posses¬ 
sion  of  any  bank,  or  any  savings  and  loan  association,  shall  be  fined 
not  more  than  $1,000  or  imprisoned  not  more  than  one  year,  or  both. 

(c)  Whoever  receives,  possesses,  conceals,  stores,  barters,  sells,  or 
disposes  of,  any  property  or  money  or  other  thing  of  value  knowing 
the  same  to  have  been  taken  from  a  bank,  or  a  savings  and  loan  asso¬ 
ciation,  in  violation  of  subsection  (b)  of  this  section  shall  be  subject 
to  the  punishment  provided  by  said  subsection  (b)  for  the  taker. 

(d)  Whoever,  in  committing,  or  in  attempting  to  commit,  any 
offense  defined  in  subsections  (a)  and  (b)  of  this  section,  assaults  any 
person,  or  puts  in  jeopardy  the  life  of  any  person  by  the  use  of  a  dan¬ 
gerous  weapon  or  device,  shall  be  fined  not  more  than  $10,000  or 
imprisoned  not  more  than  twenty-five  years,  or  both. 

(e)  Whoever,  in  committing  any  offense  defined  in  this  section,  or 
in  avoiding  or  attempting  to  avoid  apprehension  for  the  commission  of 
such  offense,  or  in  freeing  himself  or  attempting  to  free  himself  from 
arrest  or  confinement  for  such  offense,  kills  any  person,  or  forces  any 
person  to  accompany  him  without  the  consent  of  such  person,  shall  be 
imprisoned  not  less  than  ten  years,  or  punished  by  death  if  the  verdict 
of  the  jury  shall  so  direct. 

(f)  As  used  in  this  section  the  term  "bank”  means  any  member 
bank  of  the  Federal  Reserve  System,  and  any  bank,  banking  associa¬ 
tion,  trust  company,  savings  bank,  or  other  banking  institution 
organized  or  operating  under  the  laws  of  the  United  States,  and  any 
bank  the  deposits  of  which  are  insured  by  the  Federal  Deposit  Insur¬ 
ance  Corporation. 

(g)  As  used  in  this  section  the  term  "savings  and  loan  association” 
means  any  Federal  savings  and  loan  association  and  any  "insured 
institution”  as  defined  in  section  401  of  the  National  Housing  Act, 
as  amended,  and  any  “Federal  credit  union ”  as  defined  in  section  2  of 
the  Federal  Credit  Union  Act. 
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AN  ACT 

To  amend  the  Federal  Credit  Union  Act. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta - 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  the  Federal  Credit  Union  Act  (48  Stat.  1216;  12 

4  U.S.C.,  secs.  1751-1772)  is  amended  to  read  as  follows: 

5  “short  title 

6  “Section  1.  This  Act  may  be  cited  as  the  ‘Federal 

7  Credit  Union  Act’. 

8  “definitions 

9  “Sec.  2.  As  used  in  this  Act — 

10  “(1)  the  term  ‘Federal  credit  union’  means  a 

11  cooperative  association  organized  in  accordance  with  the 
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1  provisions  of  this  Act  for  the  purpose  of  promoting  thrift 

2  among  its  members  and  creating  a  source  of  credit  for 

3  provident  or  productive  purposes; 

4  “  (2)  the  term  ‘Bureau’  means  the  Bureau  of  Fed- 

5  eral  Credit  Unions;  and 

6  “(3)  the  term  ‘Director’  means  the  Director  of 

7  the  Bureau  of  Federal  Credit  Unions, 

g  “creation  of  bureau 

9  “Sec.  3.  There  shall  be  in  the  Department  of  Health, 

10  Education,  and  Welfare  a  Bureau  of  Federal  Credit  Unions, 

11  which  shall  be  under  the  supervision  of  a  Director  appointed 

12  by  the  Secretary  of  Health,  Education,  and  Welfare.  The 

13  Bureau  of  Federal  Credit  Unions  and  the  Director  shall  he 

14  under  the  general  direction  and  supervision  of  the  Secretary. 

15  “federal  credit  union  organization 

16  “Sec.  4.  Any  seven  or  more  natural  persons  who  desire 

17  to  form  a  Federal  credit  union  shall  subscribe  before  some 

18  officer  competent  to  administer  oaths  an  organization  certifi- 
cate  in  duplicate  which  shall  specifically  state — 

20  “  (1)  the  name  of  the  association; 

21  “  (2)  the  location  of  the  proposed  Federal  credit 

22  union  and  the  territory  in  which  it  will  operate; 

23  “  (3)  the  names  and  addresses  of  the  subscribers  to 

24  the  certificate  and  the  number  of  shares  subscribed  by 
each: 
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1  “  (4)  the  par  value  of  the  shares,  which  shall  be  $5 

2  each; 

3  “  (5)  the  proposed  field  of  membership,  specified  in 

4  detail; 

5  “  (6)  the  term  of  the  existence  of  the  corporation, 

6  which  may  he  perpetual;  and 

7  “  (7)  the  fact  that  the  certificate  is  made  to  enable 

S  such  persons  to  avail  themselves  of  the  advantages  of 

9  this  Act. 

10  Such  organization  certificate  may  also  contain  any  pro- 

11  visions  approved  by  the  Director  for  the  management  of  the 

12  business  of  the  association  and  for  the  conduct  of  its  affairs 

13  and  relative  to  the  powers  of  its  directors,  officers,  or  stock- 

14  holders. 

15  “approval  of  organization  certificate 

i 

16  “Sec.  5.  The  organization  certificate  shall  be  presented 

17  to  the  Director  for  approval.  Before  any  organization  cer- 

18  tificate  is  approved,  an  appropriate  investigation  shall  be 

19  made  for  the  purpose  of  determining  (1)  whether  the  or- 

20  ganization  certificate  conforms  to  the  provisions  of  this  Act, 

21  (2)  the  general  character  and  fitness  of  the  subscribers 

22  thereto ;  and  ( 3 )  the  economic  advisability  of  establishing 

23  the  proposed  Federal  credit  union.  Upon  approval  of  such 

24  organization  certificate  by  the  Director  it  shall  be  the  char- 

25  ter  of  the  corporation,  and  one  of  the  originals  thereof  shall 
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be  delivered  to  the  corporation  after  the  payment  of  the  fee 
required  therefor.  Upon  such  approval  the  Federal  credit 
union  shall  be  a  body  corporate  and  as  such,  subject  to  the 
limitations  herein  contained,  shall  be  vested  with  all  of  the 
powers  and  charged  with  all  of  the  liabilities  conferred  and 
imposed  by  this  Act  upon  corporations  organised  hereunder. 

“fees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident 
to  the  ascertainment  of  whether  an  organization  certificate 
should  be  approved,  the  subscribers  to  any  such  certificate 
shall  pay,  at  the  time  of  filing  their  organization  certificate, 
the  amount  prescribed  by  the  Director,  which  shall  not 
exceed  $20  in  any  case;  and  on  the  approval  of  any 
organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not 
later  than  January  31  of  each  calendar  year,  each  Federal 
credit  union  shall  pay  to  the  Bureau,  for  the  preceding 
calendar  year,  a  supervision  fee  in  accordance  with  a  grad¬ 
uated  scale  prescribed  by  regulation  on  the  basis  of  assets 
as  of  December  31  of  such  preceding  year,  but  such  fee 
shall  in  no  event  be  less  than  $10  nor  more  than  the  appli¬ 
cable  amount  specified  in  the  following  table: 

"Total  assets  Maximum  fee 

$500,000  or  less -  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000 

in  excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000__  $275,  plus  20  cents  per  $1,000 

in  excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000 

in  excess  of  $2,000,000. 

Over  $5,000.000 -  $925,  plus  10  cents  per  $1,000 

in  excess  of  $5,000,000. 
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All  such  fees  shall  be  deposited  with  the  Treasurer  of  the 
United  States  for  the  account  of  the  Bureau  and  may  be 
expended  by  the  Director  for  such  administrative,  super¬ 
visory,  and  other  expenses  incurred  in  carrying  out  the  pro¬ 
visions  of  this  Act  as  he  may  determine  to  be  proper,  the 
purpose  of  such  fees  being  to  defray  such  expenses  as  far 
as  practicable.  No  annual  supervision  fee  shall  be  payable 
by  a  Federal  credit  union  with  respect  to  the  year  in  which 
its  charter  is  issued,  or  in  which  final  distribution  is  made 
in  its  liquidation  or  the  charter  is  otherwise  canceled. 
“reports  and  examinations 
“Sec.  7.  Federal  credit  imions  shall  be  under  the 
supervision  of  the  Director,  and  shall  make  financial  reports 
to  him  as  and  when  he  may  require,  but  at  least  annually. 
Each  Federal  credit  union  shall  be  subject  to  examination 
by,  and  for  this  purpose  shall  make  its  books  and  records 
accessible  to,  any  person  designated  by  the  Director.  The 
Director  shall  fix  a  scale  of  examination  fees  to  be  paid 
by  Federal  credit  unions,  giving  due  consideration  to  the 
time  and  expense  incident  to  such  examinations,  and  to 
the  ability  of  Federal  credit  unions  to  pay  such  fees,  which 
fees  shall  be  assessed  against  and  paid  by  each  Federal 
credit  union  promptly  after  the  completion  of  such  exami¬ 
nation.  Examination  fees  collected  under  the  provisions  of 
this  section  shall  be  deposited  to  the  credit  of  the  special 
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fund  created  by  section  6,  and  shall  be  available  for  the 
purposes  specified  in  such  section. 

“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succession 
in  its  corporate  name  during  its  existence  and  shall  have 
power — 

“(1)  to  make  contracts; 

“  (2)  to  sue  and  be  sued; 

“(3)  to  adopt  and  use  a  common  seal  and  alter 
the  same  at  pleasure; 

“  (4)  to  purchase,  hold,  and  dispose  of  property 
necessary  or  incidental  to  its  operations; 

“(5)  to  make  loans  with  maturities  not  exceeding 
five  years  to  its  members  for  provident  or  productive 
purposes  upon  such  terms  and  conditions  as  this  Act 
and  its  bylaws  provide  and  as  the  credit  committee  or 
a  loan  officer  may  approve,  at  rates  of  interest  not  ex¬ 
ceeding  1  per  centum  per  month  on  unpaid  balances, 
inclusive  of  all  charges  incident  to  making  the  loan; 
except  that  no  loans  to  a  director  or  member  of  the 
supervisory  or  credit  committee  shall  exceed  the  amount 
of  his  holdings  in  the  Federal  credit  union  as  represented 
by  shares  thereof  plus  the  total  unencumbered  and  un- 
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pledged  shareholdings  in  the  Federal  credit  union  of  any 
member  pledged  as  security  for  the  obligation  of  such 
director  or  committee  member.  No  director  or  member 
of  the  supervisory  or  credit  committee  shall  endorse  for 
borrowers.  A  borrower  may  repay  his  loan,  prior  to 
maturity,  in  whole  or  in  part  on  any  business  day.  The 
taking,  receiving,  reserving,  or  charging  of  a  rate  of 
interest  greater  than  is  allowed  by  this  paragraph,  when 
knowingly  done,  shall  be  deemed  a  forfeiture  of  the  entire 
interest  which  the  note,  bill,  or  other  evidence  of  debt 
carries  with  it,  or  which  has  been  agreed  to  be  paid 
thereon.  If  such  greater  rate  of  interest  has  been  paid, 
the  person  by  whom  it  has  been  paid,  or  his  legal  repre¬ 
sentatives,  may  recover  hack  from  the  credit  union  taking 
or  receiving  the  same,  in  an  action  in  the  nature  of  an 
action  of  debt,  the  entire  amount  of  interest  paid;  but 
such  action  must  he  commenced  within  two  years 
from  the  time  the  usurious  collection  was  made. 
Loans  shall  be  paid  or  amortized  in  accordance  with 
rules  and  regulations  prescribed  by  the  Director  after 
taking  into  account  the  needs  or  conditions  of  the  bor¬ 
rowers,  the  amounts  and  duration  of  the  loans,  the  in¬ 
terests  of  the  members  and  the  credit  unions,  and  such 
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other  factors  as  the  Director  deems  relevant,  but  such 
rules  and  regulations  shall  not  require  payments  more 
frequently  than  annually; 

“(6)  to  receive  from  its  members  payments  on 
shares ; 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively 
to  members;  (B)  in  obligations  of  the  United  States  of 
America,  or  securities  fully  guaranteed  as  to  principal 
and  interest  thereby;  (0)  in  accordance  with  rules  and 
regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  per 
centum  of  its  paid-in  and  unimpaired  capital  and  sur¬ 
plus;  or  (D)  in  shares  or  accounts  of  savings  and  loan 
associations,  the  accounts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance  Corporation; 

(8)  to  make  deposits  in  national  banks  and  in 
State  banks,  trust  companies,  and  mutual  savings  banks 
operating  in  accordance  with  the  laws  of  the  State  in 
which  the  Federal  credit  union  does  business; 

"(9)  to  borrow,  in  accordance  with  such  rules  and 
regulations  as  may  be  prescribed  by  the  Director,  from 
any  source,  in  an  aggregate  amount  not  exceeding  50 
per  centum  of  its  paid-in  and  unimpaired  capital  and 
surplus:  Provided,  That  any  Federal  credit  union  may 
discount  with  or  sell  to  any  Federal  intermediate  credit 
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bank  any  eligible  obligations  up  to  the  amount  of  its 
paid-in  and  unimpaired  capital ; 

“  (10)  to  levy  late  charges,  in  accordance  with  the 
bylaws,  for  failure  of  members  to  meet  promptly  their 
obligations  to  the  Federal  credit  union; 

“  ( 11 )  to  impress  and  enforce  a  lien  upon  the  shares 
and  dividends  of  any  member,  to  the  extent  of  any  loan 
made  to  him  and  any  dues  or  charges  payable  by  him; 

“  ( 12 )  in  accordance  with  rules  and  regulations  pre¬ 
scribed  by  the  Director,  to  sell  to  members  negotiable 
checks  (including  travelers  checks)  and  money  orders, 
and  to  cash  checks  and  money  orders  for  members,  for 
a  fee  which  does  not  exceed  the  direct  and  indirect  costs 
incident  to  providing  such  service ;  and 

“(13)  to  exercise  such  incidental  powers  as  shall 
be  necessary  or  requisite  to  enable  it  to  carry  on 
effectively  the  business  for  which  it  is  incorporated. 

“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Fed¬ 
eral  credit  unions  the  Director  shall  from  time  to  time  cause 
to  be  prepared  a  form  of  organization  certificate  and  a  form 
of  bylaws,  consistent  with  this  Act,  which  shall  be  used  by 
Federal  credit  union  incorporators,  and  shall  be  supplied  to 
them  on  request.  At  the  time  of  presenting  the  organization 
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certificate  the  incorporators  shall  also  submit  proposed  by¬ 
laws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  con¬ 
sist  of  the  incorporators  and  such  other  persons  and  incor¬ 
porated  and  unincorporated  organizations,  to  the  extent 
permitted  by  rules  and  regulations  prescribed  by  the  Di¬ 
rector,  as  may  be  elected  to  membership  and  as  such  shall, 
each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee;  except  that 
Federal  credit  union  membership  shall  he  limited  to  groups 
having  a  common  bond  of  occupation  or  association,  or  to 
groups  within  a  well-defined  neighborhood,  community,  or 
rural  district.  Shares  may  be  issued  in  joint  tenancy  with 
right  of  survivorship  with  any  persons  designated  by  the 
credit  union  member,  but  no  joint  tenant  shall  be  permitted 
to  vote,  obtain  loans,  or  hold  office,  unless  he  is  within  the 
field  of  membership  and  is  a  qualified  member. 

“members’  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions 
shall  end  December  31.  The  annual  meeting  of  each  Fed¬ 
eral  credit  union  shall  be  held  at  such  time  during  the  month 
of  the  following  January  and  at  such  place  as  its  bylaws  shall 
prescribe.  Special  meetings  may  be  held  in  the  manner 
indicated  in  the  bylaws.  No  member  shall  be  entitled  to 
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vote  by  proxy,  but  a  member  other  than  a  natural  person 
may  vote  through  an  agent  designated  for  the  purpose.  Ir¬ 
respective  of  the  number  of  shares  held  by  him,  no  member 
shall  have  more  than  one  vote. 

“management 

“Sec.  12.  The  business  affairs  of  a  Federal  credit  union 
shall  be  managed  by  a  board  of  not  less  than  five  directors, 
and  a  credit  committee  of  not  less  than  three  members,  all 
to  be  elected  at  the  annual  members’  meeting  by  and  from 
the  members,  and  by  a  supervisory  committee  of  three  mem¬ 
bers,  one  of  whom  may  be  a  director  other  than  the  treasurer, 
to  be  appointed  by  the  board.  Any  vacancy  occurring  in  the 
supervisory  committee  shall  be  filled  in  the  same  manner  as 
original  appointments  to  such  committee.  All  members  of 
the  board  and  of  such  committees  shall  hold  office  for  such 
terms,  respectively,  as  the  bylaws  may  provide.  A  record  of 
the  names  and  addresses  of  the  members  of  the  board  and 
such  committees  and  of  the  officers  of  the  credit  union  shall 
be  filed  with  the  Bureau  within  ten  days  after  their  election 
or  appointment.  No  member  of  the  board  or  of  either  such 
committee  shall,  as  such,  be  compensated. 

“OFFICEES 

“Sec.  13.  At  their  first  meeting  after  the  annual  meet¬ 
ing  of  the  members,  the  directors  shall  elect  from  their  num¬ 
ber  a  president,  one  or  more  vice  presidents,  a  secretary,  and 
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a  treasurer,  who  shall  he  the  executive  officers  of  the  cor¬ 
poration.  No  executive  officer,  except  the  treasurer,  shall 
be  compensated  as  such.  The  offices  of  secretary  and  treas¬ 
urer  may  be  held  by  the  same  person.  The  duties  of  the 
officers  shall  be  as  determined  by  the  bylaws,  except  that  the 
treasurer  shall  be  the  general  manager  of  the  corporation. 
Before  the  treasurer  shall  enter  upon  his  duties  he  shall  give 
bond  with  good  and  sufficient  surety,  in  an  amount  and  char¬ 
acter  to  be  determined  by  the  board  of  directors  in  compli¬ 
ance  with  regulations  prescribed  from  time  to  time  by  the 
Director,  conditioned  upon  the  faithful  performance  of  his 
trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least 
once  a  month  and  shall  have  the  general  direction  and  con¬ 
trol  of  the  affairs  of  the  corporation.  Minutes  of  all  such 
meetings  shall  be  kept.  Among  other  things  they  shall  act 
upon  applications  for  membership ;  require  any  officer  or  em¬ 
ployee  having  custody  of  or  handling  funds  to  give  bond 
with  good  and  sufficient  surety  in  an  amount  and  character 
to  be  determined  by  the  board  of  directors  in  compliance 
with  regulations  prescribed  from  time  to  time  by  the  Di¬ 
rector,  and  authorize  the  payment  of  the  premium  or  pre¬ 
miums  therefor  from  the  funds  of  the  Federal  credit  union; 
fill  vacancies  in  the  board  and  in  the  credit  committee  until 
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successors  elected  at  the  next  annual  meeting  have  qualified ; 
have  charge  of  investments  other  than  loans  to  members; 
determine  from  time  to  time  the  maximum  number  of  shares 
that  may  be  held  by  an  individual;  subject  to  the  limitations 
of  this  Act,  determine  the  interest  rates  on  loans  and  the 
maximum  amount  which  may  be  loaned  with  or  without 
security  to  any  member;  subject  to  such  regulations  as  may 
be  issued  by  the  Director,  authorize  an  interest  refund  to 
members  of  record  at  the  close  of  business  on  December  31 
in  proportion  to  the  interest  paid  by  them  during  that  year; 
and  provide  for  compensation  of  necessary  clerical  and  au¬ 
diting  assistance  requested  by  the  supervisory  committee,  and 
of  loan  officers  appointed  by  the  credit  committee.  The 
board  may  appoint  an  executive  committee  of  not  less  than 
three  directors  to  act  for  it  in  the  purchase  and  sale  of  secu¬ 
rities  or  the  making  of  loans  to  other  credit  unions,  or  both. 
Such  executive  committee  or  a  membership  officer  appointed 
by  the  board  from  among  the  members  of  the  credit  union, 
other  than  the  treasurer,  an  assistant  treasurer,  or  a  loan  offi¬ 
cer,  may  be  authorized  by  the  board  to  approve  applications 
for  membership  under  such  conditions  as  the  board  may  pre¬ 
scribe;  except  that  such  committee  or  membership  officer  so 
authorized  shall  submit  to  the  board  at  each  monthly  meet¬ 
ing  a  list  of  approved  or  pending  applications  for  member¬ 
ship  received  since  the  previous  monthly  meeting,  together 
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with  such  other  related  information  as  the  bylaws  or  the 
board  may  require. 

“credit  committee 

“Sec.  15.  The  credit  committee  shall  hold  such  meet¬ 
ings  as  the  business  of  the  Federal  credit  union  may  require 
and  not  less  frequently  than  once  a  month  to  consider  appli¬ 
cations  for  loans.  Reasonable  notice  of  such  meetings  shall 
be  given  to  all  members  of  the  committee.  No  loan  shall  be 
made  unless  it  is  approved  by  a  majority  of  the  entire  com¬ 
mittee  and  by  all  members  of  the  committee  who  are  present 
at  the  meeting  at  which  the  application  is  considered ;  except 
that  the  credit  committee  may  appoint  one  or  more  loan  offi¬ 
cers,  and  delegate  to  him  or  them  the  power  to  approve  loans 
up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if 
such  excess  is  fully  secured  by  unpledged  shares.  Each 
loan  officer  shall  furnish  to  the  credit  committee  a  record 
of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All 
loans  not  approved  by  a  loan  officer  shall  be  acted  upon  by 
the  credit  committee.  No  individual  shall  have  authority  to 
disburse  funds  of  the  F ederal  credit  union  for  any  loan  which 
has  been  approved  by  him  in  his  capacity  as  a  loan  officer. 
Not  more  than  one  member  of  the  credit  committee  may 
be  appointed  as  a  loan  officer.  Applications  for  loans 
shall  be  made  on  forms  prepared  by  such  committee, 
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which  shall  set  forth  the  purpose  for  which  the  loan  is 
desired,  the  security,  if  any,  and  such  other  data  as  may 
he  required.  INTo  loan  shall  be  made  to  any  member  which 
causes  such  member  to  become  indebted  to  the  Federal 
credit  union  in  an  aggregate  amount,  upon  loans  made  to 
such  member,  which  is  in  excess  of  $200  or  10  per  centum 
of  the  credit  union’s  paid-in  unimpaired  capital  and  surplus, 
whichever  is  greater,  or  in  excess  of  [$1,000]  $750  unless 
such  excess  over  [$1,000]  $750  is  adequately  secured.  For 
the  purposes  of  this  section  an  assignment  of  shares  or  the 
endorsement  of  a  note  shall  be  deemed  securitv. 

“supervisory  committee 
“Sec.  16.  The  supervisory  committee  shall  make  or 
cause  to  be  made,  at  least  quarterly,  an  examination  of  the 
affairs  of  the  Federal  credit  union,  including  an  audit  of  its 
hooks;  shall  make  or  cause  to  be  made  a  report  of  its 
quarterly  examination  to  the  board  of  directors;  shall  make 
or  cause  to  be  made  an  annual  audit,  a  report  of  which 
shall  be  submitted  to  the  members  at  the  next  annual  meet¬ 
ing  of  the  corporation;  may  suspend  by  a  unanimous  vote 
any  officer  of  the  corporation  or  any  member  of  the  credit 
committee  or  of  the  board  of  directors,  until  the  next  mem¬ 
bers’  meeting,  which  members’  meeting  shall  be  held  not 
less  than  seven  nor  more  than  fourteen  days  after  such 
suspension  and  at  which  meeting  such  suspension  shall  be 
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acted  upon  by  the  members;  and  may  call  by  a  majority 
vote  a  special  meeting  of  the  shareholders  to  consider 
any  violation  of  this  Act,  the  charter,  or  the  bylaws,  or 
any  practice  of  the  corporation  deemed  by  the  supervisory 
committee  to  be  unsafe  or  unauthorized.  Any  member  of 
the  supervisory  committee  may  be  suspended  by  the 
board  of  directors.  The  members  shall  decide,  at  a  meet¬ 
ing  held  not  less  than  seven  nor  more  than  fourteen  days 
after  any  such  suspension,  whether  the  suspended  com¬ 
mittee  member  shall  be  removed  from  or  restored  to  the 
supervisory  committee.  The  supervisory  committee  shall 
cause  the  passbooks  and  accounts  of  the  members  to  be 
verified  with  the  records  of  the  treasurer  from  time  to  time, 
and  not  less  frequently  than  once  every  two  years.  As  used 
in  this  section,  the  term  ‘passbook’  shall  include  any  book, 
statement  of  account,  or  other  record  approved  by  the  Di¬ 
rector  for  use  by  Federal  credit  unions. 

“eeseeves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the 
bylaws  and  20  per  centum  of  the  net  earnings  of  each  divi¬ 
dend  period,  before  the  declaration  of  any  dividends,  shall  be 
set  aside  as  a  regular  reserve  against  losses  on  bad  loans  and 
such  other  losses  as  may  be  specified  in  the  bylaws  in  accord¬ 
ance  with  regulations  prescribed  under  this  Act:  Provided, 
however ,  That  when  the  regular  reserve  thus  established  shall 
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equal  10  per  centum  of  the  total  amount  of  members’  share¬ 
holdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  ex¬ 
cess  of  20  per  centum  of  the  net  earnings  as  may  he  needed 
to  maintain  this  10  per  centum  ratio  shall  continue  to  be 
transferred.  In  addition  to  such  regular  reserve,  special  re¬ 
serves  to  protect  the  interests  of  members  shall  he  established 
when  required  (1)  by  regulation,  or  (2)  in  any  special 
case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 

“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may 
provide,  and  after  provision  for  the  required  reserves,  the 
board  of  directors  may  declare  a  dividend  to  be  paid  from 
the  remaining  net  earnings.  Such  dividend  shall  he  paid  on 
all  paid-up  shares  outstanding  at  the  end  of  the  period  for 
which  the  dividend  is  declared.  Shares  which  become  fully 
paid  up  during  such  dividend  period  and  are  outstanding  at 
the  close  of  the  period  shall  be  entitled  to  a  proportional  part 
of  such  dividend.  Dividend  credit  for  a  month  may  he  ac¬ 
crued  on  shares  which  are  or  become  fully  paid  up  during 
the  first  five  days  of  that  month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds 
vote  of  the  members  of  a  Federal  credit  union  present  at 
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a  special  meeting  called  for  the  purpose,  but  only  after  an 
opportunity  has  been  given  him  to  be  heard.  Withdrawal 
or  expulsion  of  a  member  shall  not  operate  to  relieve  him 
from  liability  to  the  Federal  credit  union.  The  amount  to 
be  paid  a  withdrawing  or  expelled  member  by  a  Federal 
credit  union  shall  be  determined  and  paid  in  the  manner 
specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor 
or  in  trust,  subject  to  such  conditions  as  may  he  prescribed 
by  the  bylaws.  When  shares  are  issued  in  trust,  the  name 
of  the  beneficiary  shall  be  disclosed  to  the  Federal  credit 
union. 

“certain  powers  of  director 
“Sec.  21.  (a)  The  Director  may  prescribe  rules  and 
regulations  for  the  administration  of  this  Act  (including, 
hut  not  by  way  of  limitation,  the  merger,  consolidation, 
and  dissolution  of  corporations  organized  under  this  Act) . 

“(b)  (1)  The  Director  may  suspend  or  revoke  the 
charter  of  any  Federal  credit  union,  or  place  the  same  in 
involuntary  liquidation  and  appoint  a  liquidating  agent  there¬ 
for,  upon  his  finding  that  the  organization  is  bankrupt  or 
insolvent,  or  has  violated  any  of  the  provisions  of  its  charter, 
its  bylaws,  this  Act,  or  any  regulations  issued  thereunder. 
“(2)  The  Director,  through  such  persons  as  he  shall 
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designate,  may  examine  any  Federal  credit  union  in  volun¬ 
tary  liquidation  and,  upon  liis  finding  that  such  voluntary 
liquidation  is  not  being  conducted  in  an  orderly  or  efficient 
manner  or  in  the  best  interests  of  its  members,  may  termi¬ 
nate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent 
therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  au¬ 
thority,  subject  to  the  control  and  supervision  of  the  Director 
and  under  such  rules  and  regulations  as  the  Director  may 
prescribe,  (A)  to  receive  and  take  possession  of  the  hooks, 
records,  assets,  and  property  of  every  description  of  the 
Federal  credit  union  in  liquidation,  to  sell,  enforce  collection 
of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in 
the  name  of  the  Federal  credit  union  in  liquidation,  and 
defend  such  actions  as  may  he  brought  against  him  as 
liquidating  agent  or  against  the  Federal  credit  union;  (B) 
to  receive,  examine,  and  pass  upon  all  claims  against  the 
Federal  credit  union  in  liquidation,  including  claims  of  mem¬ 
bers  on  shares;  (C)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and 
(D)  to  execute  such  documents  and  papers  and  to  do  such 
other  acts  and  things  which  he  may  deem  necessary  or 
desirable  to  discharge  his  duties  hereunder. 
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“(4)  Subject  to  the  control  and  supervision  of  the 
Director  and  under  such  rules  and  regulations  as  the  Director 
may  prescribe,  the  liquidating  agent  of  a  Federal  credit 
union  in  involuntary  liquidation  shall  (A)  cause  notice  to 
be  given  to  creditors  and  members  to  present  their  claims 
and  make  legal  proof  thereof,  which  notice  shall  be  published 
once  a  week  in  each  of  three  successive  weeks  in  a  news¬ 
paper  of  general  circulation  in  each  county  in  which  the 
Federal  credit  union  in  liquidation  maintained  an  office  or 
branch  for  the  transaction  of  business  on  the  date  it  ceased 
unrestricted  operations;  except  that  whenever  the  aggre¬ 
gate  book  value  of  the  assets  and  property  of  a  Federal 
credit  union  in  involuntary  liquidation  is  less  than  $1,000, 
unless  the  Director  shall  find  that  its  books  and  records  do 
not  contain  a  true  and  accurate  record  of  its  liabilities,  he 
shall  declare  such  Federal  credit  union  in  liquidation  to  be 
a  ‘no  publication’  liquidation,  and  publication  of  notice  to 
creditors  and  members  shall  not  be  required  in  such  case; 
(B)  from  time  to  time  make  a  ratable  dividend  on  all  such 
claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi¬ 
cated  in  a  court  of  competent  jurisdiction  and,  after  the 
assets  of  such  organization  have  been  liquidated,  make  fur¬ 
ther  dividends  on  all  claims  previously  proved  or  adjudi¬ 
cated,  and  he  may  accept  in  lieu  of  a  formal  proof  of  claim 
on  behalf  of  any  creditor  or  member  the  statement  of  any 
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amount  due  to  such  creditor  or  member  as  shown  on  the 
books  and  records  of  the  credit  union ;  but  all  claims  not  filed 
before  payment  of  the  final  dividend  shall  be  barred  and 
claims  rejected  or  disallowed  by  the  liquidating  agent  shall 
be  likewise  barred  unless  suit  be  instituted  thereon  within 
three  months  after  notice  of  rejection  or  disallowance;  and 
(C)  in  a  ‘no  publication’  liquidation,  determine  from  all 
sources  available  to  him,  and  within  the  limits  of  available 
funds  of  the  Federal  credit  union,  the  amounts  due  to  credi¬ 
tors  and  members,  and  after  sixty  days  shall  have  elapsed 
from  the  date  of  his  appointment  distribute  the  funds  of  the 
Federal  credit  union  to  creditors  and  members  ratably  and  as 
their  interests  may  appear. 

“  (5)  Upon  certification  by  the  liquidating  agent  in  the 
case  of  an  involuntary  liquidation,  and  upon  such  proof  as 
shall  be  satisfactory  to  the  Director  in  the  case  of  a  voluntary 
liquidation,  that  distribution  has  been  made  and  that  liqui¬ 
dation  has  been  completed,  as  provided  herein,  the  Director 
shall  cancel  the  charter  of  such  Federal  credit  union ;  but  the 
corporate  existence  of  the  Federal  credit  union  shall  continue 
for  a  period  of  three  years  from  the  date  of  such  cancellation 
of  its  charter,  during  which  period  the  liquidating  agent,  or 
his  duly  appointed  successor,  or  such  persons  as  the  Director 
shall  designate,  may  act  on  behalf  of  the  Federal  credit  union 
for  the  purpose  of  paying,  satisfying,  and  discharging  any 
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existing  liabilities  or  obligations,  collecting  and  distributing 
its  assets,  and  doing  all  other  acts  required  to  adjust  and 
wind  up  its  business  and  affairs,  and  it  may  sue  and  be  sued 
in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date 
of  cancellation  of  the  charter  of  a  Federal  credit  union  the 
Director  may,  in  his  discretion,  destroy  any  or  all  books  and 
records  of  such  Federal  credit  union  in  his  possession  or 
under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to 
execute  any  and  all  functions  and  perform  any  and  all  duties 
vested  in  him  hereby,  through  such  persons  as  he  shall  desig¬ 
nate  or  employ;  and  he  may  delegate  to  any  person  or  per¬ 
sons,  including  any  institution  operating  under  the  general 
supervision  of  the  Bureau,  the  performance  and  discharge 
of  any  authority,  power,  or  function  vested  in  him  by  this 
Act. 

“(e)  All  books  and  records  of  Federal  credit  unions 
shall  be  kept  and  reports  shall  be  made  in  accordance  with 
forms  approved  by  the  Director. 

“(f)  The  Director  is  authorized  to  make  investigations 
and  to  conduct  researches  and  studies  of  the  problems  of 
persons  of  small  means  in  obtaining  credit  at  reasonable 
rates  of  interest,  and  of  the  methods  and  benefits  of  co¬ 
operative  saving  and  lending  among  such  persons.  He  is 
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further  authorized  to  make  reports  of  such  investigations 
and  to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  author¬ 
ized,  when  designated  for  the  purpose  by  the  Director,  to 
administer  oaths  and  affirmations  and  to  take  affidavits  and 
depositions  touching  upon  any  matter  within  the  jurisdiction 
of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and 
directed  to  require  that  every  person  appointed  or  elected 
by  any  Federal  credit  union  to  any  position  requiring  the 
receipt,  payment,  or  custody  of  money  or  other  personal 
property  owned  by  a  Federal  credit  union,  or  in  its  custody 
or  control  as  collateral  or  otherwise,  give  bond  in  a  corporate 
surety  company  holding  a  certificate  of  authority  from  the 
Secretary  of  the  Treasury  under  the  Act  approved  July  30, 
1947  (6  U.S.O.,  sec.  6-13),  as  an  acceptable  surety  on 
Federal  bonds.  Any  such  bond  or  bonds  shall  be  in  a  form 
approved  by  the  Director  with  a  view  to  providing  surety 
coverage  to  the  Federal  credit  union  with  reference  to  loss 
by  reason  of  acts  of  fraud  or  dishonesty  including  forgery, 
theft,  embezzlement,  wrongful  abstraction,  or  misapplication 
on  the  part  of  the  person,  directly  or  through  connivance 
with  others,  and  such  other  surety  coverages  as  the  Director 
may  determine  to  be  reasonably  appropriate  or  as  elsewhere 
required  by  this  Act.  Any  such  bond  or  bonds  shall  be  in 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


24 


such  an  amount  in  relation  to  the  money  or  other  personal 
property  involved  or  in  relation  to  the  assets  of  the  Federal 
credit  union  as  the  Director  may  from  time  to  time  prescribe 
hy  regulation  for  the  purpose  of  requiring  reasonable  cover¬ 
age.  In  lieu  of  individual  bonds  the  Director  may  approve 
the  use  of  a  form  of  schedule  or  blanket  bond  which  covers  all 
of  the  officers  and  employees  of  a  Federal  credit  union  whose 
duties  include  the  receipt,  payment,  or  custody  of  money  or 
other  personal  property  for  or  on  behalf  of  the  Federal  credit 
union.  The  Director  may  also  approve  the  use  of  a  form 
of  excess  coverage  bond  whereby  a  Federal  credit  union 
may  obtain  an  amount  of  coverage  in  excess  of  the  basic 
surety  coverage. 

“fiscal  agents  and  depositobies 
“Sec.  22.  Each  Federal  credit  union  organized  under  this 
Act,  when  requested  hy  the  Secretary  of  the  Treasury,  shall 
act  as  fiscal  agent  of  the  United  States  and  shall  perform 
such  services  as  the  Secretary  of  the  Treasury  may  require  in 
connection  with  the  collection  of  taxes  and  other  obligations 
due  the  United  States  and  the  lending,  borrowing,  and  re¬ 
payment  of  money  by  the  United  States,  including  the  issue, 
sale,  redemption,  or  repurchase  of  bonds,  notes,  Treasury 
certificates  of  indebtedness,  or  other  obligations  of  the  United 
States;  and  to  facilitate  such  purposes  the  Director  shall  fur¬ 
nish  to  the  Secretary  of  the  Treasury  from  time  to  time  the 
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names  and  addresses  of  all  Federal  credit  unions  with  such 
other  available  information  concerning  them  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Treasury.  Any  Federal 
credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury,  shall  be  a 
depository  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  he  prescribed  by  the  Secre¬ 
tary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  here¬ 
under,  their  property,  their  franchises,  capital,  reserves,  sur¬ 
pluses,  and  other  funds,  and  their  income  shall  he  exempt 
from  all  taxation  now  or  hereafter  imposed  by  the  United 
States  or  by  any  State,  Territorial,  or  local  taxing  authority ; 
except  that  any  real  property  and  any  tangible  personal 
property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same 
extent  as  other  similar  property  is  taxed.  Nothing  herein 
contained  shall  prevent  holdings  in  any  Federal  credit  union 
organized  hereunder  from  being  included  in  the  valuation  of 
the  personal  property  of  the  owners  or  holders  thereof  in 
assessing  taxes  imposed  by  authority  of  the  State  or  political 
subdivision  thereof  in  which  the  Federal  credit  union  is 
located;  but  the  duty  or  burden  of  collecting  or  enforcing 
the  payment  of  such  a  tax  shall  not  be  imposed  upon  any 
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such  Federal  credit  union  and  the  tax  shall  not  exceed  the 
rate  of  taxes  imposed  upon  holdings  in  domestic  credit 
unions. 

“PARTIAL  INVALIDITY ;  RIGHT  TO  AMEND 

“Sec.  2'4.  (a)  If  any  provision  of  this  Act,  or  the  ap¬ 
plication  thereof  to  any  person  or  circumstance,  is  held  in¬ 
valid,  the  remainder  of  the  Act,  and  the  application  of  such 
provision  to  other  persons  or  circumstances,  shall  not  be 
affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or 
any  part  thereof,  or  any  charter  issued  pursuant  to  the  pro¬ 
visions  of  this  Act,  is  expressly  reserved. 

“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit  union  organ¬ 
ized  under  State  law  or  by  any  Federal  credit  union  organ¬ 
ized  in  accordance  with  the  terms  of  this  Act,  at  least  95 
per  centum  of  the  membership  of  which  is  composed  of 
persons  who  either  are  presently  Federal  employees  or  were 
Federal  employees  at  the  time  of  admission  into  the  credit 
union,  and  members  of  their  families,  which  application  shall 
be  addressed  to  the  officer  or  agency  of  the  United  States 
charged  with  the  allotment  of  space  in  the  Federal  build¬ 
ings  in  the  community  or  district  in  which  such  credit  union 
does  business,  such  officer  or  agency  may  in  his  or  its  dis- 
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cretion  allot  space  to  such  credit  union  if  space  is  available 
without  charge  for  rent  or  services. 

“conversion  from  federal  to  state  credit  union  and 

FROM  STATE  TO  FEDERAL  CREDIT  UNION 

“Sec.  26.  (a)  A  Federal  credit  union  may  he  converted 
into  a  State  credit  union  under  the  laws  of  any  State,  the 
District  of  Columbia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal  Zone,  or  the  Com¬ 
monwealth  of  Puerto  Eico,  by  complying  with  the  following 
requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be 
approved,  and  a  date  set  for  a  vote  thereon  by  the  members 
(either  at  a  meeting  to  be  held  on  such  date  or  by  written 
ballot  to  be  filed  on  or  before  such  date) ,  by  a  majority  of 
the  directors  of  the  Federal  credit  union.  Written  notice  of 
the  proposition  and  of  the  date  set  for  the  vote  shall  then 
be  delivered  in  person  to  each  member,  or  mailed  to  each 
member  at  the  address  for  such  member  appearing  on  the 
records  of  the  credit  union,  not  more  than  thirty  nor  less 
than  seven  days  prior  to  such  date.  Approval  of  the  proposi¬ 
tion  for  conversion  shall  be  by  the  affirmative  vote  of  a 
majority  of  the  members,  in  person  or  in  writing. 

“  ( 2 )  A  statement  of  the  results  of  the  vote,  verified  by 
the  affidavits  of  the  president  or  vice  president  and  the 
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secretary,  shall  be  filed  with  the  Bureau  within  ten  days 
after  the  vote  is  taken. 

“  (3)  Promptly  after  the  vote  is  taken  and  in  no  event 
later  than  ninety  days  thereafter,  if  the  proposition  for  con¬ 
version  was  approved  hy  such  vote,  the  credit  union  shall 
take  such  action  as  may  he  necessary  under  the  applicable 
State  law  to  make  it  a  State  credit  union,  and  within  ten 
days  after  receipt  of  the  State  credit  union  charter  there  shall 
be  filed  with  the  Bureau  a  copy  of  the  charter  thus  issued. 
Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal 
credit  union. 

“(4)  Upon  ceasing  to  he  a  Federal  credit  union,  such 
credit  union  shall  no  longer  he  subject  to  any  of  the  pro¬ 
visions  of  this  Act.  The  successor  State  credit  union  shall 
he  vested  with  all  of  the  assets  and  shall  continue  respon¬ 
sible  for  all  of  the  obligations  of  the  Federal  credit  union 
to  the  same  extent  as  though  the  conversion  had  not  taken 
place. 

“(b)  (1)  A  State  credit  union,  organized  under  the 
laws  of  any  State,  the  District  of  Columbia,  the  several 
Territories  and  possessions  of  the  United  States,  the  Panama 
Canal  Zone,  or  the  Commonwealth  of  Puerto  Bico,  may 
be  converted  into  a  Federal  credit  union  by  (A)  comply- 
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mg  with  all  State  requirements  requisite  to  enabling  it  to 
convert  to  a  Federal  credit  union  or  to  cease  being  a  State 
credit  union,  (B)  filing  with  the  Bureau  proof  of  such 
compliance,  satisfactory  to  the  Director,  and  (C)  filing 
with  the  Bureau  an  organization  certificate  as  required  by 
this  Act. 

“(2)  When  the  Director  has  been  satisfied  that  all  of 
such  requirements,  and  all  other  requirements  of  this  Act, 
have  been  complied  with,  the  Director  shall  approve  the 
organization  certificate.  Upon  such  approval,  the  State 
credit  union  shall  become  a  Federal  credit  union  as  of  the 
date  it  ceases  to  be  a  State  credit  union.  The  Federal 
credit  imion  shall  be  vested  with  all  of  the  assets  and 
shall  continue  responsible  for  all  of  the  obligations  of  the 
State  credit  union  to  the  same  extent  as  though  the  conver¬ 
sion  had  not  taken  place. 

“territorial  applicability  of  act 

“Sec.  27.  The  provisions  of  this  Act  shall  apply  to  the 
several  States,  the  District  of  Columbia,  the  several  Terri¬ 
tories  and  possessions  of  the  United  States,  the  Panama  Canal 
Zone,  and  the  Commonwealth  of  Puerto  Bico.” 

Sec.  2.  Section  2113  (g)  of  title  18  of  the  United  States 
Code  is  amended  by  inserting  before  the  period  at  the  end 
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thereof  “,  and  any  ‘Federal  credit  union’  as  defined  in  section 
2  of  the  Federal  Credit  Union  Act”. 

SeOt  3t  The  Director  of  the  Bureau  ef  Federal  Credit 
Unions  shah  submit  to  the  Congress  on  or  before  January  4% 
49B07  a  draft  of  legislation  providing  for  federally  chartered 
eentral  credit  unions? 

Sec.  3.  The  Director  of  the  Bureau  of  Federal  Credit 
Unions  shall  make  a  study  of  the  desirability  of  providing 
for  federally  chartered  central  credit  unions,  and  shall 
submit  to  the  Secretary  of  Health,  Education,  and  Welfare, 
for  transmission  to  the  Congress  on  or  before  April  15, 1960, 
a  report  of  the  results  thereof  and  such  recommendations  for 
legislation  thereon  as  the  Director  deems  appropriate. 

Passed  the  House  of  Bepresentatives  July  30,  1959. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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FEDERAL  INSIGNIA.  Concurred  in  the  House  amendment  to  S.  355,  to  amend  title 
13  of  the  U.  S.  Code  so  as  to  prohibit  the  misuse  by  collecting  agencies  or 
private  detective  agencies  of  names,  emblems,  and  insignia  to  indicate  a 
federal  agency.  This  bill  will  now  be  sent  to  the  President,  p.  17225 


27.  PROPERTY.  Passed  without  amendment  H.  R.  6669,  to  amend  the  act  of  r  14, 
1945\so  as  to  provide  that  the  La.  State  University  and  Agriculti  ind 
Mechanical  College  may  use  certain  real  property  heretofore  convey  >  it  by 

the  U,  Sy  for  general  educational  purposes.  This  bill  will  now  bi  :  to  the 

President^  pp.  17197-8 

Passed  ae  reported  S.  1018,  to  direct  the  Postmaster  General  and  the  Admin¬ 
istrator  of  GSA  to  transfer  certain  personal  property  to  State  and  county 
agencies  engaged  in  cooperative  agricultural  extension  work1 2 * * S..  p.  17198 

Passed  over, Nat  the  request  of  Sen.  Keating,  S.  155,  t 6  permit  donations  of 
surplus  property  \o  libraries  which  are  tax  supported  oy  publicly  owned  and 
operated,  p.  1720i 


23.  SMALL  BUSINESS.  Passe&vover,  at  the  request  of  Sen./keating,  ft.  R.  8599,  to 

amend  the  Small  Busine^  Act  so  as  to  increase  the  revolving  fund  of  the  Small 
Business  Administration  from  $900,000,000  to  $1/U)0,000,000.  p.  17200 

29.  ATOMIC  ENERGY.  Passed  over, Nat  the  request  of/ Sen.  Engle,  S.  2568,  to  amend 

the  Atomic  Energy  Act  of  195^\so  as  to  proyxde  for  Federal  cooperation  with 
the  States  on  atomic  energy,  including  th^  development  of  radiation  standards, 
p.  17207 

30.  CREDIT  UNIONS.  Passed  as  reported  Ii.  R.  8305,  to  make  various  amendments  to  the 

Federal  Credit  Union  Act.  pp.  17188-9 


31.  INFORMATION.  The  Interstate  and  P&reign''  nerce  Committee  reported  without 

amendment  S.  Con  Res.  75,  favoring  active  irticipation  by  Federal  agencies  in 

the  Fifth  International  Congress  of  High  ^ed  Photography  to  be  held  in 
Washington,  D.  C. ,  in  1960. /p.  17154 
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2.  SOIL;  WATER  CONSERVATION.  /Agreed  to  S.  Res.  178  J 

a  Senate  document  of  th^ report  entitled,  "Facili 
servation  Research.”  yp.  17197 


35> 


the  printing •  as 
Needs- -Soil  and  Water  Con- 


33.  LEGISLATIVE  PROGRAM^  Sen.  Johnson  annourced  that  the  eg.  r  will  be  called 
today  (Sept.  10) >/an&  that  the  following  bills  will  be<  1  up  by  motion: 

S.  2449,  to  extend  the  International  Wheat  Agreement  Act  .949;  S.  2026,  to 
establish  an  A^isory  Commission  on  Intergovernmental  R<  ms;  and  S.  2568, 
Federal-Staty  cooperation  on  atomic  energy,  pp.  17171,  k-2 


ITEMS  IN  APPENDIX 


34.  BUDGET;  /EXPENDITURES.  Extension  of  remarks  of  Rep.  Collier  inserting  a  report 
by  the  Director  of  the  Bureau  of  the  Budget  (which  appeared  in  an  i^ue  of 
Reader's  Digest)  and  stating  that  it  is  an  ::authorative  study  of  the  Effects 
our  living  and  spending  far  beyond  our  income  and  the  hard  inevitabilities 
re  face  as  a  consequence.”  pp.  A7873-4 


HOLIDAY.  Extension  of  remarks  of  Rep.  Grant  inserting  an  editorial  favoring 
legislation  calling  for  a  new  legal  public  holiday  every  2  years  to  be  known  \a 
Election  Day.  p.  A7878 
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FARM  LABOR.  Extension  of  remarks  of  Rep.  Collier  expressing  concern  over  the 
n  sad  plight'  of  the  migratory  worker  and-.orging  "  immediate  Congressional 

action,  p.  A7879 


37.  WEIGHTS  AND  MEASURES.  Extension  of  remarks  of  Sen.  Neuberger  discussing s 
proposed  bill  which  would  direct  the  Commerce  Dept,  to  conduct  a  studyto  de 
t ermine  the  practicability  and  desirability  of  the  adoption  by  the  U 
metrics  system  of  weights  and  measures,  and  inserting  a  letter  and 
this  subject,  pp.  A7881-2 


S.  of  the 
tides  on 


Rep.  Dorn,  N.  Y. ,  inserted  an  article,  "View  Fropf  the  Farm." 


38.  FARM  PROG 

pp.  A7888-9  x  m  ,  c 

Speech  in  fche  House  by  Rep.  McGovern  criticizing  the  administration  s  farm 

program,  stating  that  "the  farm  problem  is  not  a  matter  dr  concern  only  to 
rural  people,"  aiVd  that  according  to  the  "'free  market  theory'  ...  farmers  are 
overproducing  because  of  Government  price  supports;  overproduction  depresses 
farm  income;  take  mfcay  firm  price  supports  and  farmers  will  balance  supply  with 
demand  so  tftat  all  wi\l  be  well."  He  stated  that  wjfen  this  theory  is  applied 
to  agriculture  it  leadKto  "economic  disaster."  dp.  A7907-10 


42. 


c 


39.  RECREATION.  Extension  of  Remarks  of  Sen.  Johns^fc  and  Rep.  Dingell  inserting 
correspondence  favoring  the\preservation  of  natural  shoreline  areas.  PP* 
A7894-5 ,  A7897 


40.  PERSONNEL.  Rep.  Rhodes  insertedVn  article,  "Council  Seeks  To  Change  Laws  That 
Hampef  Federal  Employees."  pp.  A%397-l 


BILLS 


10DUCED 


COFFEE.  S.  2667,  by  Sen.  Fong  (fpffc  himsblf  and  Sen.  Long  of  Hawaii),  to  amend 
the  Agricultural  Act  of  1949,  ad  amended\in  order  to  provide  a  price  support 
program  for  coffee  produced  Ijd  the  State  ob^ Hawaii;  to  Agriculture  and  Forestry 
Committee. 

S.  2668,  by  Sen.  Fong  (/or  himself  and  Sen\Long  of  Hawaii),  to  provide  a 
price  support  program  toy  coffee  produced  in  tote  State  of  Hawaii  based  upon  - 
a  moving  5-year  average/of  the  prices  received  by^the  producers  of  such  coffei^ 
to  Agriculture  and  Forestry  Committee 


RECREATION.  S.  2664/,  by  Sen.  Bible  (for  himself  and  S^n.  Cannon)  ,  and  H.  R. 
9156,  by  Rep.  Baring,  to  establish  the  Great  Basin  National  Park,  in  Nevada; 
to  S.  and  H.  Inferior  and  Insular  Affairs  Committees.  Remarks  of  Sen.  Bible, 
pp.  17154-6 


43.  ADJOURNMENT y  S.  Con.  Res.  77,  by  Sen.  Smith,  relating  to  amei 
tive  Reorganization  Act  of  1946,  relative  to  meetings  and  adj< 
Congress';  to  Rules  and  Administration  Committee. 


lent  of  Legisla- 
aents  of 


BILLS  APPROVED  BY  THE  PRESIDENT 


44.  LMtf)S;  WILDLIFE.  H.  R.  2725,  to  prohibit  the  use  of  aircraft  or  motor  \ehicles 
:o  hunt  wild  horses  or  burros  on  Federal  lands.  Approved  September  8,  59 

(Public  Law  86-234,  86th  Congress). 


15.  CLAIMS.  H.  R.  6000,  to  amend  title  28  of  the  U.  S.  Code  so  as  to  increase  th> 
limit  for  administrative  settlement  of  claims  against  the  U.  S.  under  the  tori 
claims  procedure  from  $1,000  to  $2,500.  Approved  September  8,  1959  (Public 
Law  86-238,  86th  Congress). 
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3  on  the  interest  rate  bill  should  rep- 
sent  the  majority  view  of  the  Senate 
on\he  Anderson  amendment  on  the  in¬ 
terest  rates. 

I  have  discussed  this  matter  with  the 
Senatorvfrom  New  Mexico  [Mr.  Ander¬ 
son]  ancnthe  other  members  of  the  com¬ 
mittee.  The  Senator  from  New  Mexico  is 
satisfied  with  the  conferees,  in  connec¬ 
tion  with  thik amendment;  and,  there¬ 
fore,  I  shall  not  raise  the  point  I  men¬ 
tioned  last  night/ 


MEDALS  IN  COMMEMORATION  OF 

THE  FOUNDING  \>F  THE  PONY 

EXPRESS 

The  PRESIDING  OFFI6ER.  Is  there 
objection  to  the  present  consideration  of 
Calendar  No.  812,  Senate  bilr\2454? 

There  being  no  objection,\the  bill 
(S.  2454)  to  provide  for  the  striking  of 
medals  in  commemoration  of  theNlOOth 
anniversary  of  the  founding  of  the  pony 
express  was  considered,  ordered  to \je 
engrossed  for  a  third  reading,  read  tl 
third  time,  and  passed,  as  follows; 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  in  the 
commemoration  of  the  one  hundredth  an¬ 
niversary  of  the  founding  of  the  Pony  Ex¬ 
press,  which  was  founded  and  operated  by 
the  Russell,  Majors,  and  Waddell  Company 
between  Saint  Joseph,  Missouri,  and  Sacra¬ 
mento,  California,  in  the  years  1860-1861, 
the  Secretary  of  the  Treasury  is  authorized 
and  directed  to  strike  and  furnish  to  the 
National  Pony  Express  Centennial  Associa¬ 
tion  not  more  than  five  hundred  thousand 
medals  with  suitable  emblems,  devices,  and 
Inscriptions  to  be  determined  by  the  Na¬ 
tional  Pony  Express  Centennial  Association 
subject  to  the  approval  of  the  Secretary  of 
the  Treasury.  The  medals  shall  be  made 
and  delivered  at  such  times  as  may  be  re¬ 
quired  by  the  Association  in  quantities  of 
not  less  than  two  thousand,  but  no  medals 
shall  be  made  after  December  31,  1961.  The 
medals  shall  be  considered  to  be  national 
medals  within  the  meaning  of  section  3551 
of  the  Revised  Statutes. 

Sec.  2.  The  Secretary  of  the  Treasury  shall 
cause  such  medals  to  be  struck  and  furnished 
at  not  less  than  the  estimated  cost  of  manu¬ 
facture,  including  labor,  materials,  dies,  use 
of  machinery,  and  overhead  expenses;  and, 
security  satisfactory  to  the  Director  of  tha 
Mint  shall  be  furnished  to  indemnify  tjfe 
United  States  for  the  full  payment  of  yfch. 
cost. 

Sec.  3.  The  medals  authorized  to  b^ssued 
pursuant  to  this  Act  shall  be  of  suckr  size  or 
sizes  and  of  such  metals  as  shall  Ac  deter¬ 
mined  by  the  Secretary  of  the  Treasury  in 
consultation  with  such  Association. 


MEDALS  IN  COMMEMORATION  OF 
THE  100TH  ANNIVERSARY  OF 
STATEHOOD  OF  .KANSAS 

The  bill  (S.  243^  to  provide  for  the 
striking  of  medal/ in  commemoration  of 
the  100th  annhra/sary  of  statehood  of  the 
State  of  Kansas  was  considered,  ordered 
to  be  engrossed  for  a  third  reading,  read 
the  third  time,  and  passed,  as  follows : 

Be  it  evicted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America in  Congress  assembled,  That  in  com- 
memo/fion  of  the  one  hundredth  anniver- 
sarj^of  statehood  of  Kansas,  the  Secretary 
of yche  Treasury  is  authorized  and  directed 
ty  strike  and  furnish  to  the  Kansas  Cen¬ 
tennial  Commission  not  more  than  twenty 


thousand  medals  of  either  silver  or  bronze  or 
both,  of  a  suitable  size  and  with  suitable 
emblems,  devices,  and  inscriptions  to  be  de¬ 
termined  solely  by  the  Secretary  of  the 
Treasury.  The  medals  shall  be  made  and 
delivered  at  such  times  as  may  be  requested 
by  the  commission  in  quantities  of  not  less 
than  twenty-five  hundred,  but  no  medals 
shall  be  made  after  December  31,  1961.  The 
medals  shall  be  considered  to  be  national 
medals  within  the  meaning  of  section  3551 
of  the  Revised  Statutes. 

Sec.  2.  (a)  The  Secretary  of  the  Treasury 
shall  cause  such  medals  to  be  struck  and 
furnished  at  no  less  than  the  estimated  cost 
of  manufacture,  including  labor,  materials, 
dies,  use  of  machinery,  and  over  expenses; 
and  security  satisfactory  to  the  Director  of 
the  Mint  shall  be  furnished  to  indemnify  the 
United  States  for  the  full  payment  of  such 
cost. 

(b)  Upon  authorization  from  the  Kansas 
Centennial  Commission,  the  Secretary  of  the 
Treasury  shall  cause  duplicates  in  silver  or 
bronze  or  both  of  such  medal  to  be  coined 
and  sold,  under  such  regulations  as  he  may 
prescribe  at  a  price  sufficient  to  cover  the 
cost  thereof  (including  labor) . 


BILL  PASSED  OVER 
The  bill  (S.  2578)  to  provide  a  pr<5- 
giSun  of  assistance  to  correct  inequities 
in  the  construction  of  fishing  vessels  and 
to  enable  the  fishing  industry  .of  the 
UniteaSstates  to  regain  a  favorable  eco¬ 
nomic  status,  and  for  other/purposes, 
was  announced  as  next  in  oyaer. 

Mr.  KEATING.  Over,  lyfr.  President, 
by  request. 

The  PRESIDING  OFFICER.  The  bill 
will  be  passed  o\ 


AMENDMENT  GP  \FEDERAL  HOME 
LOAN/ BANK  ACT 

The  bill  (S^517)  to^nend  section  7 
of  the  Feder/  Home  LoaW  Bank  Act,  as 
amended,  /i as  announcec\as  next  in 
order. 

Mr.  MtlRSE.  Mr.  President  may  we 
have  am  explanation  of  the  bill 
Mbt  ENGLE  obtained  the  floor> 
iv.  ROBERTSON .  Mr.  President, 
II  the  Senator  from  California  yield 
fo  me? 

Mr.  ENGLE.  I  yield. 

Mr.  ROBERTSON.  The  law  provides'1 
that  the  new  States  of  Alaska  and 
Hawaii,  as  would  all  other  States,  each 
would  have  one  representative  on  the 
Board  of  the  Home  Loan  Bank  of  San 
Francisco.  This  bill  would  provide  ad¬ 
ditional  members  so  as  not  to  deprive 
the  State  of  California  of  its  present 
representation. 

We  understand  there  is  no  objection 
in  San  Francisco  to  this  provision;  and 
no  objection  in  regard  to  the  bill  was 
voiced  in  our  committee. 

Mr.  MORSE.  Mr.  President,  will  the 
Senator  from  California  yield? 

Mr.  ENGLE.  I  yield. 

Mr.  MORSE.  I  understand  that  the 
entire  purpose  of  the  bill  is  to  provide 
Alaska  and  Hawaii  with  representation 
on  the  Board.  Is  that  correct? 

Mr.  ROBERTSON.  The  present  law 
provides  for  at  least  one  representative 
from  each  State,  but  it  was  felt  that 
California,  which  has  approximately 
two-thirds  of  the  share  accounts,  should 
not  be  deprived  of  any  of  its  present 


representation,  which  would  be  the  re/ 
suit  of  Alaskan  and  Hawaiian  statehood, 
if  this  bill  does  not  pass.  / 

Mr.  MORSE.  Very  well;  I  have  no 
objection. 

The  PRESIDING  OFFICER./;  Is  there 
objection  to  the  present  consideration 
of  the  bill? 

There  being  no  objection,  the  bill 
(S.  2517)  was  considered,  ordered  to  be 
engrossed  for  a  third  reading,  read  the 
third  time,  and  passed  as  follows : 

Be  it  enacted  by  fiie  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  subsec¬ 
tion  (a)  of  section  7  of  the  Federal  Home 
Loan  Bank  Act,  as  amended,  is  hereby 
amended  by  silking  out  the  language  in  the 
first  sentence'  after  the  first  colon  and  insert¬ 
ing  in  lieu  of  the  matter  so  stricken  the 
following/ “Provided,  That  the  Board  may  by 
regulation  increase  the  number  of  elective 
directors  of  any  Federal  home  loan  bank 
having  a  district  which  includes  five  or  more 
States  to  a  number  not  exceeding  thirteen, 
b/t  any  additional  elective  directors  shall  be 
apportioned  as  nearly  as  may  be  practicable 
'in  the  same  manner  and  order  as  is  pro¬ 
vided  for  the  apportionment  of  elective  di¬ 
rectors  under  subsections  (c)  and  (d)  here¬ 
of  :  Provided  further.  That  there  shall  not  be 
less  than  one  nor  more  than  three  elective 
directors  from  any  of  the  States  in  any  dis¬ 
trict  in  which  the  number  of  elective  di¬ 
rectors  is  increased.” 

Sec.  2.  Subsection  (b)  of  said  section  7  is 
hereby  amended  by  adding  thereto  at  the 
end  thereof  the  following  sentence:  “In  the 
case  of  any  district  in  which  the  Board  has 
by  regulation  increased  the  number  of  elec¬ 
tive  directors  pursuant  to  subsection  (a)  the 
Board  may  by  regulation  provide  for  an  addi¬ 
tional  number  of  directors  to  be  appointed 
and  to  hold  office  as  provided  in  the  first 
sentence  of  this  subsection,  but  the  total 
number  of  appointive  directors  shall  not  ex¬ 
ceed  one-half  the  total  number  of  elective 
directors  in  such  district :  Provided,  That  the 
term  of  the  initial  incumbent  of  any  office 
established  pursuant  to  this  sentence  shall 
expire  at  the  end  of  the  fourth  calendar  year 
beginning  with  the  calendar  year  current  at 
the  time  of  his  appointment,  except  that  the 
Board  may  provide  for  any  such  initial  in¬ 
cumbent  a  shorter  term  expiring  at  the  end 
of  a  calendar  year.” 

BILL  PASSED  OVER 

The  bill  (S.  2402)  to  clarify  the  au¬ 
thority  of  the  Postmaster  General  to 
provide  for  the  expeditious,  efficient,  and 
economical  transportation  of  mail,  and 
for  other  purposes,  was  announced  as 
next  inVrder. 

Mr.  EISpLE.  Over  as  not  calendar 
business. 

The  PRESSING  OFFICER.  The  bill 
will  go  over. 

JUVENILE  DELINQUENCY  CONTROL 

PROBLEMS — Bllkj  PASSED  OVER 

The  bill  (S.  694)  tk  provide  Federal 
assistance  for  projects  Vhich  will  dem¬ 
onstrate  or  develop  teclinKiues  and  prac¬ 
tices  leading  to  a  solution*,  of  the  Na¬ 
tion’s  juvenile  delinquency  control  prob¬ 
lems  was  announced  as  nexkin  order. 

Mr.  KEATING.  Mr.  President,  I  am 
personally  in  favor  of  this  measure,  but 
I  feel  it  may  be  open  to  certain  amend¬ 
ments  and  therefore  should  go  oven  as 
not  being  proper  calendar  businessX 
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'JMr.  President,  I  commend  the  Civil 
Rights  Commission  for  taking  the  sound 
constitutional  stand  it  in  effect  has 
taken^by  pointing  out  to  the  American 
people  toce  again  that  the  Constitution 
means  exactly  what  it  says  and  that  the 
15th  amendment  means  exactly  what  it 
says  namelK  that  in  this  country  there 
shali  be  no  denial  of  full  voting  privi¬ 
leges  to  anyone-un  Federal  elections  be¬ 
cause  of  race,  color,  or  creed.  Congress 
has  not  only  the  constitutional  right  but 
also  the  clear  duty\o  pass  such  legisla¬ 
tion  as  may  be  necessary  and  appropri¬ 
ate  to  guarantee  first-class  voting  priv¬ 
ileges  to  all  citizens  of  tm  United  States. 

Mr.  KEATING.  Mr.  President,  I  shall 
not  detain  the  Senate  longXl  spoke  on 
this  subject  in  the  morning  rauir,  point¬ 
ing  out  the  fear  or  the  suspicion  which 
was  growing  in  the  minds  of  sonae  that 
the  extension  of  the  Civil  RightsVlom- 
mission  might  be  considered  a  Vivil 
rights  bill.  It  would  be  nothing  of  \he 
kind.  It  would  not  be  a  compliance  wit 
the  representations  made  that  we  woulc 
have  an  opportunity  to  pass  on  a  mean¬ 
ingful  civil  rights  bill  at  this  session  of 
Congress. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  my  earlier  remarks,  made  in 
the  morning  hour,  may  be  printed  in  the 
Record  at  this  point,  since  it  is  a  more 
appropriate  spot. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  New  York?  The  Chair  hears  none, 
and  it  is  so  ordered. 

Mr.  KEATING.  Mr.  President,  on  a 
final  subject,  the  distinguished  Senator 
from  Alabama  [Mr.  Sparkman]  is  as  good 
a  friend,  I  hope,  as  I  have  in  this  body. 
I  admire  him.  I  respect  him.  I  often 
find  myself  in  agreement  with  him. 

I,  however,  am  in  violent  disagree¬ 
ment  with  the  statements  which  he  made 
here  this  rnori^g  with  regard  to  the  re¬ 
port  of  the  CnB'Rights  Commission.  I 
was  distressed  to  hear  these  statements 
made  by  such  an  able  and  influential 
Senator  and  one  who  has  been  honored 
by  the  majority  party  with  the  second 
highest  gift  within  their  power  to  bestow. 

I  have  a  high  regard  for  every  sover¬ 
eign  State  of  this  Nation.  I  would  feel> 
very  bad  were  I  to  violate  the  rules 
the  Senate  which  Require  that  no  Sei 
tor  shall  speak  ill  of  another  sovereign 
State.  The  records,  however,  of  then Civil 
Rights  Commission  have  revealed  that 
in  one  of  the  counties  in  the  Senator's 
State  25  Negroes  claimed  that/the  board 
of  registrars  had  unlawfully'  refused  to 
put  their  names  on  the  voting  lists.  The 
registrars  refused  to  testify  when  in¬ 
quiry  was  made.  They  resigned  when 
the  Attorney  General  sued  to  compel  the 
registration  of  apparently  qualified 
Negroes  under  tha<  Civil  Rights  Act  of 
1957.  As  a  result  there  was  nobody  to 
sue.  New  registrars  were  named,  and 
they  have  refnsed  to  serve  out  of  fear 
that  they  wonld  have  to  register  Negroes. 

Mr.  President,  as  I  view  it,  that  is  a 
situatioiywhich  requires  legislative  cor- 
rectiory'.This  report  of  the  Civil  Rights 
Commission  is  not  an  extreme  document. 
It  iyn  fact,  moderate  and  balanced.  In 
son*e  respects  it  had  unanimous  ap¬ 
proval,  In  several  important  respects  it 


had  the  approval  of  five  of  the  six  mem¬ 
bers.  Yet  it  is  now  being  subjected  to 
violent  and  unbridled  attack. 

This  morning’s  Washington  Post  had 
an  excellent  editorial  on  this  subject  en¬ 
titled  “Conscience  of  the  Nation.”  There 
was  only  one  sentence  in  it  which  dis¬ 
turbed  me.  It  stated: 

For  the  moment,  however,  the  effect  of  the 
report  is  to  relieve  the  pressure  on  Congress 
for  a  comprehensive  civil  rights  bill. 

It  is  my  hope  that  it  will  not  be  con¬ 
sidered  that  we  are  getting  a  civil  rights 
bill  this  session  if  we  do  nothing  more 
than  extend  the  life  of  the  Commission. 
That  should  follow  as  a  matter  of  course. 
It  is  not,  in  my  judgment,  any  compli¬ 
ance  with  the  representations  that  were 
made  to  us,  that  a  bill  to  protect  the 
voting  and  other  rights  of  our  citizens 
would  be  brought  before  us  in  this  ses¬ 
sion,  simply  to  give  us  an  opportunity 
to  vote  on  the  extension  of  the  Civil 
Rights  Commission. 

There  is  a  very  great  furor  being  built 
_up,  and  I  may  be  forgiven,  I  hope,  Mr. 

'  ’resident,  if  I  voice  a  suspicion  that  in 
some  quarters  it  may  be  felt  that  the, 
expansion  of  the  Commission  may  be 
mad\  a  big  enough  issue  to  stop  ajiy 
furthei:  action  in  this  field;  and  to  >nat 
I  protes 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record,  fol¬ 
lowing  my  Vemarks,  the  editorial  to 
which  I  referred,  entitled  /Conscience 
of  the  Nation.’’’ 

There  being  ncJ^objectiofi,  the  editorial 
was  ordered  to  be  p^intpa  in  the  Record, 
as  follows: 


Conscience  o/ 


ie  Nation 


One  striking  effect  of  ’the  Civil  Rights 
Commission  repor/  is  to  make  the  House 
and  Senate  bills  / o  bolster  cM  rights  look 
pallid  by  comparison.  Both’houses  have 
been  balking  over  mild,  narrow, Cpd  halting 
steps  toward/the  elimination  of  chscrimina- 
tory  treatment  on  grounds  of  r&be.  The 
Commiss/n  which  Congress  createcPdo  act 
as  a  sory  of  conscience  to  the  Nation  ill  this 
sphere/has  looked  at  the  problem  objectively 
and  /ome  in  with  sweeping  proposals  that 
would  go  far  toward  wiping  out  the  disfram 
c/sement  of  minorities  instead  of  inching’ 
Sward  improvements. 

We  doubt  that  either  the  recommended 
constitutional  amendment  or  the  drastic 
proposals  for  temporary  Federal  registration 
officials  in  localities  where  state  or  local  of¬ 
ficials  fail  in  their  duty  can  be  enacted  at 
the  present  time.  But  they  serve  to  focus 
national  attention  on  the  problem.  The  re¬ 
port  itself  gives  further  extended  emphasis 
to  the  fact  that  the  Negro  is  disfranchised 
in  many  parts  of  the  South.  By  inaction 
the  country  has  brought  about  “a  partial 
repudiation  of  our  faith  in  the  democratic 
system.” 

The  proposed  constitutional  amendment 
would  wipe  out  all  state  control  over  voter 
qualifications,  except  age,  and  length  of 
local  residence.  In  effect  it  would  establish 
universal  suffrage,  except  for  persons  legally 
confined,  without  any  educational  or  other 
requirements  that  could  be  twisted  into  dis¬ 
criminatory  devices  in  administration.  This 
is  open  to  the  familiar  objection  of  Federal 
encroachment  on  state  prerogatives;  more¬ 
over,  it  won  the  support  of  only  three  of  the 
Commission’s  six  members.  It  would,  of 
course,  require  a  two-thirds  vote  in  Con¬ 
gress. 

As  a  practical  matter,  therefore,  attention 
is  likely  to  be  centered  on  the  proposal  for 
temporary  Federal  registration  of  voters 


where  that  becomes  necessary  to  prevent 
inexcusable  disfranchisement.  This  sugges¬ 
tion  grew  out  of  the  actual  situation  tha 
has  developed  in  some  counties  since  the 
Commission  began  its  work,  and  it  is  given 
additional  cogency  by  the  fact  that  /ve  of 
the  six  members  support  it. 

In  Macon  County,  Ala.,  the  CRC/ieard  25 
Negroes  who  claimed  that  the  boaoQ  of  regis¬ 
trars  had  unlawfully  refused  bo  put  their 
names  on  the  voting  rolls.  The  registrars 
refused  to  testify.  They  a/o  resigned  so 
that  when  the  Attorney  Greneral  sued  to 
compel  the  registration  of/apparently  quali¬ 
fied  Negroes,  under  the  .Civil  Rights  Act  of 
1957,  there  was  no  oner  to  sue.  New  regis¬ 
trars  were  named  a  nit  refused  to  serve  out 
of  fear  that  they  _/ould  have  to  register 
Negroes. 

Obviously  this/lituation,  and  others  like 
it,  are  intolerable.  The  result  is  not  merely 
to  deny  Negroes  the  right  to  vote  in  Alabama 
and  some  o/Ier  Southern  States  but  also  to 
taint  electyms  for  the  Presidency  and  Mem¬ 
bers  of  Congress.  In  these  circumstances 
tempor/y  Federal  registration  of  voters 
would/be  perhaps  the  most  potent  lever  by 
whic/  to  induce  local  officials  to  put  their 
owarhouses  in  order. 

?or  the  moment,  however,  the  effect  of  the 
Sport  is  to  relieve  the  pressure  on  Congress 
/for  a  comprehensive  civil  rights  bill.  New 
legislation  must  now  be  shaped  in  the  light 
of  the  Commission’s  findings  and  recom¬ 
mendations  in  the  fields  of  education  and 
housing  as  well  as  voting.  The  imperative 
for  this  session  is.  to  continue  the  work  of 
the  Commission.  Without  action,  the  CRC 
would  be  a  dead  duck  in  60  days,  and  Con¬ 
gress  would  be  in  the  position  of  having 
stopped  its  investigative  work  because  it  has 
been  forthright  in  its  findings  and  recom¬ 
mendations.  Regardless  of  how  much  oppo¬ 
sition  arises,  therefore,  continuation  of  the 
CRC  as  a  going  concern  seems  to  us  im¬ 
perative. 

Mr.  SPARKMAN  subsequently  said: 
Mr.  President,  I  ask  for  the  attention 
of  the  distinguished  Senator  from  New 
York  [Mr.  Keating],  the  acting  minority 
leader. 

A  few  minutes  ago  the  Senator  made 
reference  to  a  situation  in  one  of  the 
counties  in  Alabama — specifically  Macon 
County,  Ala. — in  which  persons  resigned 
from  positions  as  registrars  and  other 
persons  declined  to  serve. 

Mr.  President,  the  situation  was 
^brought  about  by  the  actions  of  the  Civil 
flights  Commission  and  by  their  effort 
toShave  a  ruling  in  court  that  a  person 
serving  as  registrar  could  not  resign,  or 
if  heVttempted  to  resign,  that  he  would 
continue  to  be  liable  for  the  acts  of  the 
board  during  the  time  he  was  a  member 
of  the  boa*d  of  registrars,  and  continu¬ 
ing  througflk  the  future. 

Let  it  be  said  that  in  every  decision — 
and  there  weiV  several  of  them  in  the 
Federal  courts  oSdhe  United  States — the 
contentions  of  thdSCivil  Rights  Commis¬ 
sion  were  turned  \lown  and  decisions 
were  made  upholding  the  State  of 
Alabama. 

It  is  because  of  such  decisions  that  the 
Civil  Rights  Commission  mw  is  trying  to 
have  Federal  registrars  go  cfown  into  the 
States  to  register  voters— Commissars 
sent  out  from  Washington  intkthe  dis¬ 
tant  provinces  to  serve  as  registrars  at 
the  grassroots  where  basic  denCpr&cy 
lies.  I  say  it  is  not  only  time  to  SSorn 
such  recommendations  of  the  Conm.x 
sion,  but  it  is  time  to  kill  that  CommiL 
sion.  I  shall  certainly  do  my  best  t^ 
bring  that  about. 
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HIGHLIGHTS:  Senate  passed/ 

'bill  to  extend  International 

^ieat  Agreement  Act. 

Senate 

agreed  to  conference  report  on  bill  to  extend  authority  fo\  refinancing  farm  loans. 
Senate  concurred  in  House  amendments  to  authorize  sale  of  COC  feed  at  current  support 
prices  in  emergency  aVeas.  Senate  concurred  in  House  amendments  to  bill  to  grant 
USDA  additional  PubLic  La w  313  positions.  Senate  concurred  inNlouse  amendments,  witl 
additional  amendments,  to  employee  health  insurance  bill.  Both  Houses  voted  to  over¬ 
ride  President's  /e to  of  public  works  appropriation  bill.  House  passed  new  housing 
bill.  Conferee?'  agreed  to  file  report  on  Public  Lav;  480  bill. 

HOUSE 


1.  HOUSING/  Passed  under  suspension  of  the  rules  S.  2654,  the  new  housrpg  bill 
(pp.  /I7452-64) .  This  bill  will  now  be  sent  to  the  President.  As  passed,  the 
biUL. authorizes  not  more  than  $100,000  for  farm  housing  research  to  be\sed 
during  the  period  beginning  July  1,  1959,  and  ending  June  30,  1961.  OneNprovi- 
(ion  in  S.  57,  the  first  housing  bill,  directing  that  a  study  be  made  of  th^ 
housing  needs  of  migratory  farm  workers,  was  omitted  from  this  bill. 

Rep.  Rains  praised  the  inclusion  of  farm  housing  research  grants  and  stated, 
in  relation  to  the  bill  as  passed,  "inferior  housing  is  by  no  means  confined 
to  cities."  p.  17464 


3. 


-  2  - 


FOOD  SURPLUSES;  FOREIGN  TRADE.  The  "Daily  Digest’1  states  that  the  conferees 
agreed  to  file  a  conference  report  on  H.  R.  8609,  the  Public  Law  480  extensi< 
.ill.  As  agreed  to  by  the  conferees,  the  “Daily  Digest"  says,  the  bill  cou^ 
ektend  Titles  I  and  II  of  Public  Law  480  for  two  years,  p.  D906 


FJBLlb.  WORKS.  Both  Houses  received  the  President's  veto  message  (H.  Doo:  226) 
on  h/Sr.  9105,  the  new  public  works  appropriation  bill  for  1960  and  vetted  to 
override,  the  veto  by  280  to  121  in  the  House,  and  72  to  23  in  the  Senate 
(two-thirds  vote  necessary  to  override  a  veto)  (pp.  17392-6,  17341$  17451-2, 
17469).  This  bill  will  now  become  law  without  the  President's  signature. 


■  w  "  l.  '  - ■ - 

4.  CREDIT  UNIONS.  Concurred  in  the  Senate  amendments  to  H.  R.  8305,  to  make 

various  amendments  to  the  Federal  Credit  Union  Act  (p.  17466).  This  bill  will 
now  be  sent  to  the  President.  The  bill  authorizes  the  use  of  Federal  building 
space  by  credit  unions  95%  of  whose  members  are  Federal  employees.  The  present 
law  authorizes  the  use  of  Federal  space  only  if  all  members  are  Federal  em¬ 
ployees  or  part  of  a  Federal  employee’s  family. 


5.  AIR  POLLUTION.  Conferee i2\were  appointed  on  H.  R.  7476,  to  extend  for  2  addi¬ 
tional  years  the  authority,  of  the  Surgeon  General/of  the  Public  Health  Service 
with  respect  to  air  pollution  control  (p.  17466}/;  Senate  conferees  have  not 
yet  been  appointed. 


. 


6.  MINERALS;  LEASING.  Both  Houses  Agreed  to  thp'  conference  report  on  S.  2181,  to 
amend  the  Mineral  Leasing  Act  to  provide  relief  for  innocent  parties  (bona 
fide  purchasers)  who  may  be  involved  in  -administrative  or  judicial  proceedings 
against  holders  of  leases,  options,  ar /interests  in  leases  issued  under  this 
Act  (pp.  17396,  17468).  This  bill  wL&  now  be  sent  to  the  President.  One 
amendment  agreed  to  assures  the  holders  of  leases  under  the  Act  a  right  to  be 
dismissed  from  cancellation  or  forfeituresoroceedings  upon  showing  that  they 
rightfully  acquired  and  carried  out  the  provisions  of  the  leases,  and  a  right 
to  have  their  leases  extended  under  cert ain\ondit ions. 


7.  RECLAMATION.  Concurred  in  th 6  Senate  amendment s\to  H.  R.  1778,  to  make  perma¬ 
nent  the  Interior  Department's  present  temporaryNauthority  to  grant  deferments 
in  the  payment  of  construction  charges  on  Federal \eclamation  projects  in  hard¬ 
ship  cases  and  to  broaden  this  authority  sufficiently  to  cover  other  irrigation 
projects  under  the  jurisdiction  of  the  Bureau  of  Reclamation  and  payments  due 
under  contracts  executed  pursuant  to  the  Reclamation  Project  Act  of  1939.  This 
bill  will  now  be  sent  to  the  President,  (p.  17468)  .  •;  One\amendment  concurred  in 
requires  the  Interior  Department  to  report  to  Congress  a  lr\  deferment's  granted 
under  a  section >6f  the  1939  Act. 


8.  BUDGET.  Rep.  /Curtis,  Mo.,  charged  that  the  "Daily  Digest"  has  been  'converted 
into  a  political  device  filled  with  inaccuracies,"  stated  that  the  budget 
figures  shown  in  the  "tables  of  fables"  in  back  of  the  Congressional  Record  are 
an  attempt  to  convince  the  public  that  "Congress  has  cut  the  President's  budget,' 
and  inserted  certain  "corrections"  including  figures  on  this  Department's 
appropriations,  pp.  17475-7 


INTjZkEST  RATES.  Rep.  Patman  criticized  what  he  termed  the  "Administrhtion^s 
Lgh  interest  policy,"  contended  that  "by  raising  the  interest  rates,"  the\ 
/Administration  has  "frightened  investors  away"  from  long-term  bonds,  and  argued 
that  the  Administration's  interest  rate  policy  has  had  an  adverse  effect  upon 
our  friends  abroad,  pp.  17466-8 
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psevent  the  separation  of  brothers  and 
sisrers. 

Spouses  and  minor  children  of  persons  ad- 
mitteckto  the  United  States  under  the  Refu¬ 
gee  Renef  Act  of  1953  will  be  permitted  to 
enter  th\  United  States  outside  of  quota 
limitationsvif  petitions  in  their  behalf  were 
filed  by  the\ligible  relative  and  approved  by 
the  Attorney  Ifieneral  before  January  1,  1959. 
This  provisions,  will  permit  the  relatively 
small  number  o\  families  separated  by  the 
arrival  of  the  breadwinner  prior  to  the  com¬ 
ing  of  his  dependeNs.  to  be  reunited  again. 

(Mr.  MONAGAN  asked  and  was  given 
permission  to  extend  hjs  remarks  at  this 
point  in  the  Record.) 

Mr.  MONAGAN.  Mr.\5peaker,  I  am 
happy  to  support  H.R.  589 

The  Senate  amendments  dVnot  change 
the  bill  which  we  formerly  parsed  in  any 
important  respect  and  it  remains  a  vital 
piece  of  legislation. 

The  main  effect  of  the  bill  is  to  remove 
restrictions  against  the  entry  intoVhis 
country  of  close  relatives  of  citizens  a^d 
permanent  residents, 

This  will  not  only  have  a  helpful  pro¬ 
cedural  effect  in  Congress  in  eliminating 
the  need  for  special  bills,  but  it  will  also 
permit  us  to  take  a  great,  humane  step 
forward  in  hastening  the  reunion  of  fam¬ 
ilies  who  have  been  separated  for  years 
due  to  the  present  legislation. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Penn¬ 
sylvania? 

There  was  no  objection. 

The  Senate  amendments  were  con¬ 
curred  in. 

A  motion  to  reconsider  was  laid  on 
the  table. 


EXTENDING  AUTHORITY  OP  SUR¬ 
GEON  GENERAL  OVER  AIR  POL¬ 
LUTION  CONTROL 

Mr.  HARRIS.  Mr.  Speaker,  I  ask 
•  unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.R.  7476)  to 
extend  for  2  additional  years  the  author¬ 
ity  of  the  Surgeon  General  of  the  Public 
Health  Service  with  respect  to  air  pol- 
)  lution  control,  with  a  Senate  amendment 
'  thereto,  disagree  to  the  Senate  amend¬ 
ment,  and  request  a  conference  with  the 
Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar¬ 
kansas-?  The  Chair  hears  none,  and  ap¬ 
points  the  following  conferees:  Messrs. 
Harris,  Roberts,  Rhodes  of  Pennsyl¬ 
vania,  Rogers  of  Florida,  Bennett  of 
Michigan,  Schenck,  and  Devine. 


September  10 


AMENDING  FEDERAL  CREDIT  UNION 
ACT 

Mr.  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent'  to  take  from  the 
Speaker’s  table  the  bill  (H.R.  8305)  to 
amend  the  Federal  Credit  Union  Act, 
with  Senate  amendments  thereto,  and 
concur  in  the  Senate  amendments. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ments,  as  follows : 

Page  15,  line  8,  strike  out  “$1,000”  and  in¬ 
sert  “$750”. 

Page  15,  line  9,  strike  out  “$1,000”  and  in- 
.  sert  “$750”. 


Page  30,  strike  out  lines  3  to  6,  inclusive, 
and  insert: 

“Sec.  3.  The  Director  of  the  Bureau  of  Fed¬ 
eral  Credit  Unions  shall  make  a  study  of  the 
desirability  of  providing  for  federally  char¬ 
tered  central  credit  unions,  and  shall  submit 
to  the  Secretary  of  Health,  Education,  and 
Welfare,  for  transmission  to  the  Congress  on 
or  before  April  15,  1960,  a  report  of  the  re¬ 
sults  thereof  and  such  recommendations  for 
legislation  thereon  as  the  Director  deems  ap¬ 
propriate.” 

The  SPEAKER  pro  tempore  (Mr. 
Walter)  .  Is  there  objection  to  the  re¬ 
quest  of  the  gentleman  from  Kentucky? 

Mr.  WIDNALL.  Mr.  Speaker,  reserv¬ 
ing  the  right  to  object,  and  I  will  not  ob¬ 
ject,  will  the  gentleman  from  Kentucky 
[Mr.  Spence]  explain  the  changes  incor¬ 
porated  in  this  bill  by  the  other  body? 

Mr.  SPENCE.  The  Federal  credit 
union  bill,  H.R.  8305,  as  originally 
passed,  authorized  unsecured  loans  to  its 
members  to  the  extent  of  $1,000  each. 
The  Senate  amendment  reduces  those 
loans  to  $750. 

The  other  amendment  changes  the 
wording  of  a  request  that  the  adminis¬ 
tration  make  a  study  of  the  questions  in¬ 
volved  and  report  as  to  whether  or  not 
the  establishment  of  a  Federal  Central 
Credit  Union  was  advisable.  The  bill,  as 
originally  passed,  directed  the  adminis¬ 
tration  to  prepare  legislation  and  sub¬ 
mit  it  to  the  Congress.  The  bill,  as 
amended,  provides  that  the  administra¬ 
tion  shall  make  a  study  of  this  question 
and  report  at  the  next  session  of  Con¬ 
gress.  These  are  the  only  changes  in 
the  bill.  They  are  Very  inconsequential. 

Mr.  WIDNALL.  Mr.  Speaker,  I  thank 
the  gentleman  from  Kentucky  for  ex¬ 
plaining  the  bill. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Kentucky  [Mr.  Spence]? 

There  was  no  objection. 

The  Senate  amendments  were  con¬ 
curred  in. 

A  motion  to  reconsider  was  laid  on  the 
table. 

CREDIT  UNION  ACT  EXPANDED 

Mr.  PATMAN.  Mr.  Speaker,  the 
passage  of  H.R.  8305  today  to  modernize 
the  Federal  Credit  Union  Act  is  indeed 
a  historic  occasion.  Few  people  real¬ 
ized  25  years  ago  how  pervasive  the  ef¬ 
fects  of  a  Federal  credit  union  law  would 
prove  to  be. 

Today  we  see  more  than  1,9,000  credit 
unions  in  the  United  States  serving  more 
than  10  million  American  citizens. 
Roughly  half  of  these  credit  unions  op¬ 
erate  under  Federal  charter  and  super¬ 
vision. 

Remarkable  as  these  achievements 
may  be.  i  would  suggest  that  the  Fed¬ 
eral  credit  union  law  has  made  possible 
other  changes  in  our  way  of  life  which 
are  equally  significant.  The  most  im¬ 
portant  achievements  of  credit  unions 
are  those  which  cannot  be  measured  by 
numbers.  Over  these  many  years  credit 
unions  have  demonstrated  and  made  it 
possible  for  millions  of  our  citizens  to 
manage  their  financial  affairs  in  a  re¬ 
sponsible  manner,  and  at  minimum  cost. 
This  record  of  service  in  helping  our 
citizens  solve  their  financial  problems  is 


perhaps  the  most  important  single 
achievement  of  credit  unions. 

Moreover,  it  is  not  only  the  members 
of  credit  unions  who  have  benefited  by 
these  years  of  fine  service;  credit  unions 
have  brought  about  a  tremendous 
change  in  the  consumer  financing  habits 
of  our  citizens  and  the  practices  of  most 
of  our  financial  institutions.  Through 
the  force  of  example  credit  unions  have 
ably  demonstrated  to  other  institutions 
that  they  can  profitably  serve  the  finan¬ 
cial  needs  of  the  American  workingman 
through  low  cost  credit  and  convenient 
thrift  facilities. 

Thus,  in  all  modesty,  we  must  recog¬ 
nize  that  credit  unions  have  either  di¬ 
rectly  or  indirectly  benefited  all  the 
citizens  of  our  country. 

Although  I  commend  the  thousands 
of  credit  union  leaders  on  this  memora¬ 
ble  record  of  achievement,  let  us  not  for¬ 
get  that  there  are  still  millions  of  our 
citizens  who  have  not  been  able  to  avail 
themselves  fully  of  low  cost  credit  and 
convenient  thrift  facilities. 

I  am  sure  that  the  new  credit  union 
law  when  enacted  will  provide  the  legal 
structure  within  which  this  humani¬ 
tarian  crusade  will  continue  to  grow  and 
enrich  the  lives  of  our  citizens. 


WHY  THE  ADMINISTRATION  CAN¬ 
NOT  SELL  GOVERNMENT  BONDS— 
HOUSING  PROGRAM  GREATLY  AF¬ 
FECTED  BY  HIGH  INTEREST 

Mr.  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  gentleman 
from  Texas  [Mr.  Patman]  may  have  per¬ 
mission  to  extend  his  remarks  at  this 
point  in  the  Record  and  to  include  a  let¬ 
ter. 

The  SPEAKER  pro  tempore.  With¬ 
out  objection,  it  is  so  odered. 

There  was  no  objection. 

Mr.  PATMAN.  Mr.  Speaker,  why  is  it 
that  this  administration  cannot  sell  long¬ 
term  Government  bonds  at  the  present 
maximum  of  4  ]4 -percent  interest  rate, 
which  has  been  the  legal  maximum  for 
more  than  40  years? 

The  answer  is  that  the  administra- 
jon’s  high-interest  policy  has  frightened 
restors  away  from  these  bonds.  The 
administration,  with  the  help  and  co¬ 
operation  of  the  Federal  Reserve  System, 
presumably  an  agency  of  Congress,  has 
successively  raised  interest  rates  and  suc¬ 
cessively  Reduced  the  market  value  of 
Government  bonds  previously  issued.  By 
raising  interest  rates,  the  administration 
has,  in  effect, Vepudiated  about  20  per¬ 
cent  of  the  longterm  Federal  debt. 

Under  the  previous  Democratic  ad¬ 
ministrations,  conservative  investors  and 
managers  of  investment  accounts  were 
glad  to  invest  in  Government  bonds — and 
at  a  low  rate  of  interest— for  the  very 
good  reason  that  they  cornd  be  confident 
that,  should  they  need  thAir  money  to 
pay  off  claims,  or  for  other  contingencies, 
they  would  be  able  to  sell  thevbonds  at 
approximately  the  price  they  had  paid 
for  them.  Today  that  is  no  longer  true. 
Just  the  reverse  is  true.  After  almost  7 
years  of  experience  with  the  adminiscra- 
tion’s  high-interest  policy,  any  invest 
in  his  right  mind  knows  that  if  he  put 
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\  Page  2.  line  18,  strike  out  “the  effective 
dkte  of  the  said  Act”  and  insert  "December 
31N1953”. 

Page  2,*  lines  17,  18,  and  19,  strike  out  “the 
unmarried  son  or  daughter  under  twenty- 
one  yeate  of  age  of  the  beneficiary  of  such 
petitionNand  insert  “the  children  of  such 
alien”.  \ 

Page  2,  lirte  19,  strike  out  “a  nonquota  im¬ 
migrant”  ancPinsert  “nonquota  immigrants”. 

Page  2,  lineh  21  and  22,  strike  out  “a 
nonquota  immigrant  visa”  and  insert  “non¬ 
quota  immigrant  visas’ 

Page  3,  strike  outlines  1  to  19,  inclusive, 
and  insert: 

“Sec.  5.  (a)  Section '205(b)  of  the  Immi¬ 
gration  and  Nationality\Act  (66  Stat.  180) 
is  hereby  amended  to  read\ 

“‘(b)  Any  citizen  of  the  United  States 
claiming  that  any  immigrant  is  his  spouse 
or  child  and  that  such  immigrant  is  en¬ 
titled  to  a  nonquota  immigrant  status  under 
section  101(a)  (27)  (A),  or  any  Vitizen  of 
the  United  States  claiming  that  aW  immi¬ 
grant  is  his  parent  or  unmarried\son  or 
unmarried  daughter  and  that  such  'immi¬ 
grant  is  entitled  to  a  quota  immigrant  status 
under  section  203(a)(2),  or  any  alien  IS 
fully  admitted  for  permanent  resident 
claiming  that  any  immigrant  is  his  spousetv 
or  his  unmarried  son  or  his  unmarried 
daughter  and  that  such  immigrant  is  en¬ 
titled  to  a  quota  immigrant  status  under 
section  203(a)(3),  or  any  citizen  of  the 
United  States  claiming  that  any  immigrant 
is  his  brother  or  sister  or  his  married  son  or 
his  married  daughter  and  that  such  immi¬ 
grant  is  entitled  to  a  preference  under  sec¬ 
tion  203(a)  (4)  may  file  a  petition  with  the 
Attorney  General.  No  petition  for  quota 
immigrant  status  or  a  preference  in  behalf 
of  a  son  or  daughter  under  paragraphs  (2), 
(3),  or  (4)  of  section  203(a)  of  the  Im¬ 
migration  and  Nationality  Act  shall  be  ap¬ 
proved  by  the  Attorney  General  unless  the 
petitioner  establishes  that  he  is  a  parent 
as  defined  in  section  101(b)(2)  of  the  Im¬ 
migration  and  Nationality  Act  of  the  alien 
in  respect  to  whom  the  petition  is  made.  The 
petition  shall  be  in  such  form  and  shall 
contain  such  information  and  be  supported 
by  such  documentary  evidence  as  the  At¬ 
torney  General  made  by  regulations  pre¬ 
scribe.  The  petition  shall  be  made  under 
oath  administered  by  any  individual  hav¬ 
ing  authority  to  administer  oaths,  if  executed 
in  the  United  States,  but,  if  executed  outside 
the  United  States,  administered  by  a  con¬ 
sular  officer.’  ” 

Page  4,  strike  out  lines  1  to  15,  inclusive, 
and  insert: 

“(c)  Aliens  who  have  been  granted  a  prei 
erence  under  paragraph  (4)  of  section  203/a) 
of  the  Immigration  and  Nationality  Act /pur¬ 
suant  to  petitions  heretofore  approwM  by 
the  Attorney  General  on  the  ground  that 
they  are  the  adopted  sons  or  adopted  daugh¬ 
ters  of  United  States  citizens  slum  remain 
in  that  status  notwithstanding  the  pro¬ 
visions  of  section  1  of  this  Ac/  unless  they 
acquire  a  different  immigrant  status  pur¬ 
suant  to  a  petition  hereafte/approved  by  the 
Attorney  General.” 

Page  5,  line  2,  after  “anffended”  insert  "Pro¬ 
vided  further.  That,  uf >on  his  application 
for  an  immigrant  visd,  and  for  his  admis¬ 
sion  into  the  United  States,  the  alien  is 
found  to  have  retained  his  relationship  to 
the  petitioner,  a/ci  status,  as  established  in 
the  approved  petition." 

The  SPEAKER.  Is  there  objection  to 
the  reques/ of  the  gentleman  from  Penn- 
sylvania'' 

Mr;  GfROSS.  Mr.  Speaker,  reserving 
the  light  to  object,  may  I  ask  the  gen¬ 
tleman  from  Pennsylvania  this  question, 
An/  all  the  amendments  to  the  bill  ger- 
~ '*ane  to  the  bill? 


Mr.  WALTER.  All  amendments  are 
germane  to  the  bill.  Actually,  the  only 
important  amendment  is  a  change  of 
the  date  in  section  4.  It  moves  it  up  for 
a  year  and  7  or  8  days. 

Mr.  FORAND.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WALTER.  I  yield  to  the  gentle¬ 
man  from  Rhode  Island. 

Mr.  FORAND.  Mr.  Speaker,  I  believe 
this  is  the  bill  the  gentleman  has  been 
working  on  so  long  to  reunite  families 
of  people  who  were  in  this  country  who 
had  part  of  their  family  overseas. 

Mr.  WALTER.  That  is  correct.  It 
is  the  bill  that  the  gentleman  from 
Rhode  Island  [Mr.  Forand]  assisted  me 
in  preparing  several  years  ago. 

Mr.  FORAND.  It  is  a  bill  that  any 
person  who  understands  and  who  has 
any  human  feeling  must  be  happy  to  see 
going  through  the  Congress.  I  want  to 
compliment  the  gentleman  from  Penn¬ 
sylvania  for  the  long  and  arduous  work 
he  has  put  in  on  this  bill. 

Mr.  WALTER.  I  thank  the  gentle¬ 
man.  I  think  the  enactment  of  thy 
legislation  into  law  will  eliminate  tine 
nked  to  consider  a  great  many  private 
bilV  because  the  bill  deals  directlywith 
the  <slose  relatives  of  American  oftizens 
and  aliens  lawfully  in  the  United States. 

Mr.  RODINO.  Mr.  Speaker  will  the 
gentlema\  yield  ? 

Mr.  WALTER.  I  yield  1/f  the  gentle¬ 
man  from  NHw  Jersey. 

(Mr.  RODINO  asked/and  was  given 
permission  to  Nyise  ajhd  extend  his  re¬ 
marks.) 

Mr.  RODINO.  \Mr.  Speaker,  I  am 
happy  to  support /ms  bill,  which  is  bas¬ 
ically  a  bill  to  j/uniN  families  that  we 
have  been  seeking  to  bring  together.  It 
is  actually  a  breakthrougRa n  some  of  the 
heartbreak y^hich  these  divided  families 
have  been/xperiencing. 

This  bfll  will  help  people  Vho  have 
been  waiting  hopelessly,  often  fto  years, 
to  join  their  mothers  and  fathers, 
brothers  and  sisters,  here  in  the  United 
States. 

There  is  a  huge  backlog  of  these  casl , 
'lose  relatives  of  Americans  have  beei 
knocking  on  the  doors  of  our  consular 
offices  throughout  the  world,  without 
any  chance  of  joining  their  families 
within  a  reasonable  time,  because  the 
quotas  of  their  respective  countries  have 
been  filled.  At  long  last,  this  bill  offers 
some  of  these  people  the  realization  of 
their  hopes. 

Not  only  they,  but  all  those  American 
families  which  have  been  anxiously 
waiting  and  hoping  for  their  arrival, 
will  have  their  hearts  lightened  by  this 
bill. 

This  measure  firmly  reasserts  the 
principle  that  the  reuniting  of  families 
shall  be  one  of  the  basic  and  permanent 
cornerstones  of  our  immigration  policy. 
By  passing  this  bill  we  show  once  again 
that  America,  even  though  she  operates 
through  the  cold  quotas  and  figures  of 
the  Immigration  and  Nationality  Act,  is 
willing  to  change  those  figures  where 
human  suffering  is  at  stake.  We  demon¬ 
state  that,  in  the  final  analysis,  our  dem¬ 
ocratic  feelings  shape  our  decisions.  In  a 
limited  way,  this  bill  is  a  reaffirmation 


that  America  still  believes  in  the  woj 
of  Emma  Lazarus. 

I  want  to  compliment  the  genU&nan 
from  Pennsylvania  [Mr.  WaltebI,  who 
was  the  architect  of  the  plan  tar  provide 
for  the  reunification  of  families,  and  to 
whom  we  owe  this  bill.  I  would  also  like 
to  call  attention  to  the  snorts  of  the 
gentleman  from  New  m'k  [Mr.  Cel- 
ler]  ,  who  cooperated  inr  getting  the  bill 
out  on  the  floor,  and  o/ Senator  Pastore, 
of  Rhode  Island,  whnr  assisted  in  the  im¬ 
proving  amendmeijfc  added  in  the  Sen¬ 
ate. 

I  would  like  td  insert  into  the  Record 
at  this  point  the  following  memorandum 
which  explains  exactly  what  this  bill 
does: 

Brief  Explanation  of  H.R.  5896  as  Passed 

by  Tiyc  House  and  Amended  by  the 

Senaj 

1.  Alien  unmarried  sons  and  daughters 
(over  21  years  of  age)  of  citizens  of  the 
United  States  are  moved  up  from  the  fourth 

the  second  preference  classification  under 
the  immigration  quotas  (now  reserved  for 
parents  of  United  States  citizens) . 

2.  Alien  unmarried  sons  and  daughters 
(over  21  years  of  age)  of  immigrants  ad¬ 
mitted  to  the  United  States  for  permanent 
residence  are  placed  in  the  third  preference 
category  under  the  immigration  quotas, 
which  is  the  same  preference  as  that  which 
minor  children  of  such  immigrants  enjoy 
at  the  present  time  (the  adult  children  of 
permanent  residents  have  no  preference 
status  under  existing  law) . 

3.  The  spouses  and  minor  children  accom¬ 
panying  either  brothers  and  sisters  of  U.S. 
citizens  or  alien  adult  married  sons  and 
daughters  of  U.S.  citizens  are  being  in¬ 
cluded  into  the  fourth  preference  category 
under  the  immigration  quotas.  The  inclu¬ 
sion  of  the  immediate  family  of  the  prefer¬ 
ential  immigrant  in  the  same  category  in 
which  he  is  classified  will  permit  the  immi¬ 
gration  of  family  units  when  the  head  of 
the  family  is  reached  for  immigration  under 
the  quota  system. 

4.  Preferential  immigrants  (parents,  broth¬ 
ers,  sisters,  and  adult  children  of  U.S.  citi¬ 
zens,  and  spouses  and  minor  children  of  law¬ 
fully  resident  aliens)  who  are  registered  on 
consular  waiting  lists  under  dates  preceding 
December  31,  1953,  are  made  eligible  for 
entry  outside  the  quota,  provided  that  the 
Attorney  General  has,  prior  to  January  1, 
^1959,  approved  the  petitions  filed  in  their 

\ehalf  by  their  relatives.  The  date  of  De¬ 
cember  31,  1953,  was  inserted  by  the  Senate 
as  vni  amendment  substituting  it  for  the 
date  >of  the  enactment  of  the  Immigration 
and  Nationality  Act  which  is  December  24, 
1952. 

5.  In  oftier  to  prevent  evasions  of  the  im¬ 
migration  quota  restrictions  the  bill  voids 
a  decision  ofSthe  Board  of  Immigration  Ap¬ 
peals  under  which  children  and  even  adult 

-persons  adoptedVby  U.S.  citizens  were  made 
eligible  for  fourth  preference  status  under 
the  quotas.  (The  imatter  of  immigration  of 
alien  orphans  under>14  years  of  age  adopted 
by  U.S.  citizens  is  The  subject  of  special 
legislation  providing  foh  the  necessary  safe¬ 
guards.)  The  ruling  of  rhe  Board  of  Immi¬ 
gration  Appeals  has  not  only  misconstrued 
the  law,  but  made  it  possibleJto  evade  quota 
restrictions  by  the  obtaining  of  adoption 
decrees  here  or  abroad,  many  oh  them  based 
on  rather  doubtful  good  faiflb.  Section 
5(a)  of  the  bill  is  designed  to  terminate  this 
malpractice.  In  addition,  the  number  of 
alien  adopted  children  who  may  be  fought 
without  quota  limitations  by  a  U.S.  citizen 
in  whose  custody  they  remained  for  ovN-  2 
years,  is  limited  to  2  unless  necessary 
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AN  ACT 

_ 73  STAT,  628. _ 

To  amend  the  Federal  Credit  Union  Act. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  the  Federal  Federal  Credit 
Credit  Union  Act  (48  Stat.  1216;  12  U.S.C.,  secs.  1751-1772)  is  Union  Aot‘ 
amended  to  read  as  follows : 

“short  title 

“Section  1.  This  Act  may  be  cited  as  the  ‘Federal  Credit  Union 
Act’. 

“definitions 

“Sec.  2.  As  used  in  this  Act — 

“(1)  the  term  ‘Federal  credit  union’  means  a  cooperative  asso¬ 
ciation  organized  in  accordance  with  the  provisions  of  this  Act 
for  the  purpose  of  promoting  thrift  among  its  members  and 
creating  a  source  of  credit  for  provident  or  productive  purposes ; 

“(2)  the  term  ‘Bureau’  means  the  Bureau  of  Federal  Credit 
Unions;  and 

“(3)  the  term  ‘Director’  means  the  Director  of  the  Bureau  of 
Federal  Credit  Unions. 

“creation  of  bureau 

“Sec.  3.  There  shall  be  in  the  Department  of  Health,  Education, 
and  Welfare  a  Bureau  of  Federal  Credit  Unions,  which  shall  be  under 
the  supervision  of  a  Director  appointed  by  the  Secretary  of  Health, 

Education  and  Welfare.  The  Bureau  of  Federal  Credit  Unions  and 
the  Director  shall  be  under  the  general  direction  and  supervision  of 
the  Secretary. 


“federal  credit  union  organization 

“Sec.  4.  Any  seven  or  more  natural  persons  who  desire  to  form  a 
Federal  credit  union  shall  subscribe  before  some  officer  competent  to 
administer  oaths  an  organization  certificate  in  duplicate  which  shall 
specifically  state — 

“(1)  the  name  of  the  association ; 

“(2)  the  location  of  the  proposed  Federal  credit  union  and 
the  territory  in  which  it  will  operate ; 

“(3)  the  names  and  addresses  of  the  subscribers  to  the  certificate 
and  the  number  of  shares  subscribed  by  each ; 

“(4)  the  par  value  of  the  shares,  which  shall  be  $5  each; 

“(5)  the  proposed  field  of  membership,  specified  in  detail; 

“(6)  the  term  of  the  existence  of  the  corporation,  which  may  be 
perpetual;  and 

“(7)  the  fact  that  the  certificate  is  made  to  enable  such  persons 
to  avail  themselves  of  the  advantages  of  this  Act. 

Such  organization  certificate  may  also  contain  any  provisions 
approved  by  the  Director  for  the  management  of  the  business  of  the 
association  and  for  the  conduct  of  its  affairs  and  relative  to  the  powers 
of  its  directors,  officers,  or  stockholders. 
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“approval  of  organization  certificate 

“Sec.  5.  The  organization  certificate  shall  be  presented  to  the 
Director  for  approval.  Before  any  organization  certificate  is 
approved,  an  appropriate  investigation  shall  be  made  for  the  purpose 
of  determining  (1)  whether  the  organization  certificate  conforms  to 
the  provisions  of  this  Act;  (2)  the  general  character  and  fitness  of 
the  subscribers  thereto;  and  (3)  the  economic  advisability  of  estab¬ 
lishing  the  proposed  Federal  credit  union.  Upon  approval  of  such 
organization  certificate  by  the  Director  it  shall  be  the  charter  of  the 
corporation,  and  one  of  the  originals  thereof  shall  be  delivered  to  the 
corporation  after  the  payment  of  the  fee  required  therefor.  Upon 
such  approval  the  Federal  credit  union  shall  be  a  body  corporate  and 
as  such,  subject  to  the  limitations  herein  contained,  shall  be  vested 
with  all  of  the  powers  and  charged  with  all  of  the  liabilities  conferred 
and  imposed  by  this  Act  upon  corporations  organized  hereunder. 

“fees 

“Sec.  6.  For  the  purpose  of  paying  the  costs  incident  to  the  ascer¬ 
tainment  of  whether  an  organization  certificate  should  be  approved, 
the  subscribers  to  any  such  certificate  shall  pay,  at  the  time  of  filing 
their  organization  certificate,  the  amount  prescribed  by  the  Director, 
which  shall  not  exceed  $20  in  any  case;  and  on  the  approval  of  any 
organization  certificate  they  shall  also  pay  a  fee  of  $5.  Not  later 
than  January  31  of  each  calendar  year,  each  Federal  credit  union 
shall  pay  to  the  Bureau,  for  the  preceding  calendar  year,  a  super¬ 
vision  fee  in  accordance  with  a  graduated  scale  prescribed  by  regula¬ 
tion  on  the  basis  of  assets  as  of  December  31  of  such  preceding  year, 
but  such  fee  shall  in  no  event  be  less  than  $10  nor  more  than  the 
applicable  amount  specified  in  the  following  table : 

“Total  assets  Maximum  fee 

•$500,000  or  less _  30  cents  per  $1,000. 

Over  $500,000  and  not  over  $1,000,000 _ $150,  plus  25  cents  per  $1,000  in 

excess  of  $500,000. 

Over  $1,000,000  and  not  over  $2,000,000 _ $275,  plus  20  cents  per  $1,000  in 

excess  of  $1,000,000. 

Over  $2,000,000  and  not  over  $5,000,000 _ $475,  plus  15  cents  per  $1,000  in 

excess  of  $2,000,000. 

Over  $5,000,000 _ $025,  plus  10  cents  per  $1,000  in 

excess  of  $5,000,000. 

All  such  fees  shall  be  deposited  with  the  Treasurer  of  the  United 
States  for  the  account  of  the  Bureau  and  may  be  expended  bv  the 
Director  for  such  administrative,  supervisory,  and  other  expenses 
incurred  in  carrying  out  the  provisions  of  this  Act  as  he  may  deter¬ 
mine  to  be  proper,  the  purpose  of  such  fees  being  to  defray  such 
expenses  as  far  as  practicable.  No  annual  supervision  fee  shall  be 
payable  by  a  Federal  credit  union  with  respect  to  the  year  in  which 
its  charter  is  issued,  or  in  which  final  distribution  is  made  in  its 
liquidation  or  the  charter  is  otherwise  canceled. 

“reports  and  examinations 

“Sec.  7.  Federal  credit  unions  shall  be  under  the  supervision  of  the 
Director,  and  shall  make  financial  reports  to  him  as  and  when  he 
may  require,  but  at  least  annually.  Each  Federal  credit  union  shall 
be  subject  to  examination  by,  and  for  this  purpose  shall  make  its  books 
and  records  accessible  to,  any  person  designated  by  the  Director.  The 
Director  shall  fix  a  scale  of  examination  fees  to  be  paid  by  Federal 
credit  unions,  giving  due  consideration  to  the  time  and  expense 
incident  to  such  examinations,  and  to  the  ability  of  Federal  credit 
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unions  to  pay  such  fees,  which  fees  shall  be  assessed  against  and  paid 
by  each  Federal  credit  union  promptly  after  the  completion  of  such 
examination.  Examination  fees  collected  under  the  provisions  of 
this  section  shall  be  deposited  to  the  credit  of  the  special  fund  created 
by  section  6,  and  shall  be  available  for  the  purposes  specified  in  such 
section. 


“powers 

“Sec.  8.  A  Federal  credit  union  shall  have  succession  in  its  corporate 
name  during  its  existence  and  shall  have  power — 

“(1)  to  make  contracts; 

“(2)  to  sue  and  be  sued ; 

“(3)  to  adopt  and  use  a  common  seal  and  alter  the  same  at 
pleasure ; 

“(4)  to  purchase,  hold,  and  dispose  of  property  necessary  or 
incidental  to  its  operations ; 

“(5)  to  make  loans  with  maturities  not  exceeding  five  years  to 
its  members  for  provident  or  productive  purposes  upon  such 
terms  and  conditions  as  this  Act  and  its  bylaws  provide  and  as 
the  credit  committee  or  a  loan  officer  may  approve,  at  rates  of 
interest  not  exceeding  1  per  centum  per  month  on  unpaid  bal¬ 
ances,  inclusive  of  all  charges  incident  to  making  the  loan ;  except 
that  no  loans  to  a  director  or  member  of  the  supervisory  or 
credit  committee  shall  exceed  the  amount  of  his  holdings  in  the 
Federal  credit  union  as  represented  by  shares  thereof  plus  the 
total  unencumbered  and  unpledged  shareholdings  in  the  Federal 
credit  union  of  any  member  pledged  as  security  for  the  obligation 
of  such  director  or  committee  member.  No  director  or  member 
of  the  supervisory  or  credit  committee  shall  endorse  for  borrowers. 
A  borrower  may  repay  his  loan,  prior  to  maturity,  in  whole  or 
in  part  on  any  business  day.  The  taking,  receiving,  reserving, 
or  charging  of  a  rate  of  interest  greater  than  is  allowed  by  this 
paragraph,  when  knowingly  done,  shall  he  deemed  a  forfeiture 
of  the  entire  interest  which  the  note,  bill,  or  other  evidence  of  debt 
carries  with  it,  or  which  has  been  agreed  to  be  paid  thereon.  If 
such  greater  rate  of  interest  has  been  paid,  the  person  by  whom 
it  has  been  paid,  or  his  legal  representatives,  may  recover  back 
from  the  credit  union  taking  or  receiving  the  same,  in  an  action 
in  the  nature  of  an  action  of  debt,  the  entire  amount  of  interest 
paid;  but  such  action  must  be  commenced  within  two  years  from 
the  time  the  usurious  collection  was  made.  Loans  shall  be  paid 
or  amortized  in  accordance  with  rules  and  regulations  prescribed 
by  the  Director  after  taking  into  account  the  needs  or  conditions 
of  the  borrowers,  the  amounts  and  duration  of  the  loans,  the 
interests  of  the  members  and  the  credit  unions,  and  such  other 
factors  as  the  Director  deems  relevant,  but  such  rules  and  regu¬ 
lations  shall  not  require  payments  more  frequently  than  annually ; 

“(6)  to  receive  from  its  members  payments  on  shares; 

“(7)  to  invest  its  funds  (A)  in  loans  exclusively  to  members; 
(II)  in  obligations  of  the  United  States  of  America,  or  securities 
fully  guaranteed  as  to  principal  and  interest  thereby;  (C)  in 
accordance  with  rides  and  regulations  prescribed  by  the  Director, 
in  loans  to  other  credit  unions  in  the  toal  amount  not  exceeding 
25  per  centum  of  its  paid-in  and  unimpaired  capital  and  surplus; 
or  (I))  in  shares  or  accounts  of  savings  and  loan  associations,  the 
accounts  of  which  are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation ; 
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“(8)  to  make  deposits  in  national  banks  and  in  State  banks, 
trust  companies,  and  mutual  savings  banks  operating  in  accord¬ 
ance  with  the  laws  of  the  State  in  which  the  Federal  credit  union 
does  business ; 

“(9)  to  borrow,  in  accordance  with  such  rules  and  regulations 
as  may  be  prescribed  by  the  Director,  from  any  source,  in  an 
aggregate  amount  not  exceeding  50  per  centum  of  its  paid-in  and 
unimpaired  capital  and  surplus:  Provided ,  That  any  Federal 
credit  union  may  discount  with  or  sell  to  any  Federal  inter¬ 
mediate  credit  bank  any  eligible  obligations  up  to  the  amount 
of  its  paid-in  and  unimpaired  capital; 

“(10)  to  levy  late  charges,  in  accordance  with  the  bylaws,  for 
failure  of  members  to  meet  promptly  their  obligations  to  the 
Federal  credit  union; 

“(11)  to  impress  and  enforce  a  lien  upon  the  shares  and  divi¬ 
dends  of  any  member,  to  the  extent  of  any  loan  made  to  him  and 
any  dues  or  charges  payable  by  him ; 

“(12)  in  accordance  with  rules  and  regulations  prescribed  by 
the  Director,  to  sell  to  members  negotiable  checks  (including 
travelers  checks)  and  money  orders,  and  to  cash  checks  and 
money  orders  for  members,  for  a  fee  which  does  not  exceed  the 
direct  and  indirect  costs  incident  to  providing  such  service ;  and 

“(13)  to  exercise  such  incidental  powers  as  shall  be  necessary 
or  requisite  to  enable  it  to  carry  on  effectively  the  business  for 
which  it  is  incorporated. 


“bylaws 

“Sec.  9.  In  order  to  simplify  the  organization  of  Federal  credit 
unions  the  Director  shall  from  time  to  time  cause  to  be  prepared  a  form 
of  organization  certificate  and  a  form  of  bylaws,  consistent  with  this 
Act,  which  shall  be  used  by  Federal  credit  union  incorporators,  and 
shall  be  supplied  to  them  on  request.  At  the  time  of  presenting  the 
organization  certificate  the  incorporators  shall  also  submit  proposed 
bylaws  to  the  Director  for  his  approval. 

“membership 

“Sec.  10.  Federal  credit  union  membership  shall  consist  of  the 
incorporators  and  such  other  persons  and  incorporated  and  unincor¬ 
porated  organizations,  to  the  extent  permitted  by  rules  and  regulations 
prescribed  by  the  Director,  as  may  be  elected  to  membership  and  as 
such  shall  each,  subscribe  to  at  least  one  share  of  its  stock  and  pay  the 
initial  installment  thereon  and  the  entrance  fee ;  except  that  Federal 
credit  union  membership  shall  be  limited  to  groups  having  a  common 
bond  of  occupation  or  association,  or  to  groups  within  a  well-defined 
neighborhood,  community,  or  rural  district.  Shares  may  be  issued  in 
joint  tenancy  with  right  of  survivorship  with  any  persons  designated 
by  the  credit  union  member,  but  no  joint  tenant  shall  be  permitted 
to  vote,  obtain  loans,  or  hold  office,  unless  he  is  within  the  field  of 
membership  and  is  a  qualified  member. 

“members'  meetings 

“Sec.  11.  The  fiscal  year  of  all  Federal  credit  unions  shall  end 
December  31.  The  annual  meeting  of  each  Federal  credit  union  shall 
be  held  at  such  time  during  the  month  of  the  following  January  and 
at  such  place  as  its  bylaws  shall  prescribe.  Special  meetings”  may 
be  held  in  the  manner  indicated  in  the  bylaws.  No  member  shall 
be  entitled  to  vote  by  proxy,  but  a  member  other  than  a  natural  person 
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may  vote  through  an  agent  designated  for  the  purpose.  Irrespective 
of  the  number  of  shares  held  by  him,  no  member  shall  have  more  than 
one  vote. 

“management 

“Seo.  12.  The  business  affairs  of  a  Federal  credit  union  shall  be 
managed  by  a  board  of  not  less  than  five  directors,  and  a  credit  com¬ 
mittee  of  not  less  than  three  members,  all  to  be  elected  at  the  annual 
members’  meeting  by  and  from  the  members,  and  by  a  supervisory 
committee  of  three  members,  one  of  whom  may  be  a  director  other  than 
the  treasurer,  to  be  appointed  by  the  board.  Any  vacancy  occurring 
in  the  supervisory  committee  shall  be  filled  in  the  same  manner  as 
original  appointments  to  such  committee.  All  members  of  the  board 
and  of  such  committees  shall  hold  office  for  such  terms,  respectively, 
as  the  bylaws  may  provide.  A  record  of  the  names  and  addresses  of 
the  members  of  the  board  and  such  committees  and  of  the  officers  of  the 
credit  union  shall  be  filed  with  the  Bureau  within  ten  days  after  their 
election  or  appointment.  No  member  of  the  board  or  of  either  such 
committee  shall,  as  such,  be  compensated. 

“officers 

“Sec.  13.  At  their  first  meeting  after  the  annual  meeting  of  the 
members,  the  directors  shall  elect  from  their  number  a  president,  one 
or  more  vice  presidents,  a  secretary,  and  a  treasurer,  who  shall  be  the 
executive  officers  of  the  corporation.  No  executive  officer,  except  the 
treasurer,  shall  be  compensated  as  such.  The  offices  of  secretary  and 
treasurer  may  be  held  by  the  same  person.  The  duties  of  the  officers 
shall  be  as  determined  by  the  bylaws,  except  that  the  treasurer  shall 
be  the  general  manager  of  the  corporation.  Before  the  treasurer  shall 
enter  upon  his  duties  he  shall  give  bond  with  good  and  sufficient 
surety,  in  an  amount  and  character  to  be  determined  by  the  board  of 
directors  in  compliance  with  regulations  prescribed  from  time  to  time 
by  the  Director,  conditioned  upon  the  faithful  performance  of  his 
trust. 

“directors 

“Sec.  14.  The  board  of  directors  shall  meet  at  least  once  a  month 
and  shall  have  the  general  direction  and  control  of  the  affairs  of  the 
corporation.  Minutes  of  all  such  meetings  shall  be  kept.  Among  other 
things  they  shall  act  upon  applications  for  membership ;  require  any 
officer  or  employee  having  custody  of  or  handling  funds  to  give  bond 
with  good  and  sufficient  surety  in  an  amount  and  character  to  be  de¬ 
termined  by  the  board  of  directors  in  compliance  with  regulations 
prescribed  from  time  to  time  by  the  Director,  and  authorize  the  pay¬ 
ment  of  the  premium  or  premiums  therefor  from  the  funds  of  the 
F ederal  credit  union ;  fill  vacancies  in  the  board  and  in  the  credit  com¬ 
mittee  until  successors  elected  at  the  next  annual  meeting  have  qual¬ 
ified;  have  charge  of  investments  other  than  loans  to  members;  de¬ 
termine  from  time  to  time  the  maximum  number  of  shares  that  may 
be  held  by  an  individual;  subject  to  the  limitations  of  this  Act,  deter¬ 
mine  the  interest  rates  on  loans  and  the  maximum  amount  which  may  be 
loaned  with  or  without  security  to  any  member ;  subject  to  such  regu¬ 
lations  as  may  be  issued  by  the  Director,  authorize  an  interest  refund 
to  members  of  record  at  the  close  of  business  on  December  31  in  pro¬ 
portion  to  the  interest  paid  by  them 'during  that  year;  and  provide 
for  compensation  of  necessary  clerical  and  auditing  assistance  re¬ 
quested  by  the  supervisory  committee,  and  of  loan  officers  appointed 
by  the  credit  committee.  The  board  may  appoint  an  executive  com- 
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mittee  of  not  less  than  three  directors  to  act  for  it  in  the  purchase  and 
sale  of  securities  or  the  making  of  loans  to  other  credit  unions,  or  both. 
Such  executive  committee  or  a  membership  officer  appointed  by  the 
board  from  among  the  members  of  the  credit  union,  other  than  the 
treasurer,  an  assistant  treasurer,  or  a  loan  officer,  may  be  authorized  by 
the  board  to  approve  applications  for  membership  under  such  condi¬ 
tions  as  the  board  may  prescribe ;  except  that  such  committee  or  mem¬ 
bership  officer  so  authorized  shall  submit  to  the  board  at  each  monthly 
meeting  a  list  of  approved  or  pending  applications  for  membership 
received  since  the  previous  monthly  meeting,  together  with  such  other 
related  information  as  the  bylaws  or  the  board  may  require. 

“t’REDIT  COMMITTEE 

“Sec.  15.  The  credit  committee  shall  hold  such  meetings  as  the  busi¬ 
ness  of  the  Federal  credit  union  may  require  and  not  less  frequently 
than  once  a  month  to  consider  applications  for  loans.  Reasonable 
notice  of  such  meetings  shall  be  given  to  all  members  of  the  committee. 
No  loan  shall  be  made  unless  it  is  approved  by  a  majority  of  the  entire 
committee  and  by  all  members  of  the  committee  who  are  present  at 
the  meeting  at  which  the  application  is  considered;  except  that  the 
credit  committee  may  appoint  one  or  more  loan  officers,  and  delegate 
to  him  or  them  the  power  to  approve  loans  up  to  the  unsecured  limit, 
or  in  excess  of  such  limit  if  such  excess  is  fully  secured  by  unpledged 
shares.  Each  loan  officer  shall  furnish  to  the  credit  committee  a 
record  of  each  loan  approved  or  not  approved  by  him  within  seven 
days  of  the  date  of  the  filing  of  the  application  therefor.  All  loans 
not  approved  by  a  loan  officer  shall  be  acted  upon  by  the  credit  com¬ 
mittee.  No  individual  shall  have  authority  to  disburse  funds  of  the 
Federal  credit  union  for  any  loan  which  has  been  approved  by  him  in 
his  capacity  as  a  loan  officer.  Not  more  than  one  member  of  the  credit 
committee  may  be  appointed  as  a  loan  officer.  Applications  for  loans 
shall  be  made  on  forms  prepared  by  such  committee,  which  shall  set 
forth  the  purpose  for  which  the  loan  is  desired,  the  security,  if  any, 
and  such  other  data  as  may  be  required.  No  loan  shall  be  made  to  any 
member  which  causes  such  member  to  become  indebted  to  the  Federal 
credit  union  in  an  aggregate  amount,  upon  loans  made  to  such  mem¬ 
ber,  which  is  in  excess  of  $200  or  10  per  centum  of  the  credit  union’s 
paid-in  unimpaired  capital  and  surplus,  whichever  is  greater,  or  in 
excess  of  $750  unless  such  excess  over  $750  is  adequately  secured.  For 
the  purposes  of  this  section  an  assignment  of  shares  or  the  endorse¬ 
ment  of  a  note  shall  be  deemed  security. 

“supervisory  committee 

“Sec.  16.  The  supervisory  committee  shall  make  or  cause  to  be  made, 
at  least  quarterly,  an  examination  of  the  affairs  of  the  Federal  credit 
union,  including  an  audit  of  its  books;  shall  make  or  cause  to  be  made 
a  report  of  its  quarterly  examination  to  the  board  of  directors ;  shall 
make  or  cause  to  be  made  an  annual  audit,  a  report  of  which  shall  be 
submitted  to  the  members  at  the  next  annual  meeting  of  the  corpora¬ 
tion  ;  may  suspend  by  a  unanimous  vote  any  officer  of  the  corporation 
or  any  member  of  the  credit  committee  or  of  the  board  of  directors, 
until  the  next  members’  meeting,  which  members’  meeting  shall  be 
held  not  less  than  seven  nor  more  than  fourteen  days  after  such 
suspension  and  at  which  meeting  such  suspension  shall  be  acted  upon  by 
the  members;  and  may  call  by  a  majority  vote  a  special  meeting  of  the 
shareholders  to  consider  any  violation  of  this  Act,  the  charter,  or  the 
bylaws,  or  any  practice  of  the  corporation  deemed  by  the  supervisory 
committee  to  be  unsafe  or  unauthorized.  Any  member  of  the  super- 
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visory  committee  may  be  suspended  by  the  board  of  directors.  The 
members  shall  decide,  at  a  meeting  held  not  less  than  seven  nor  more 
than  fourteen  days  after  any  such  suspension,  whether  the  suspended 
committee  member  shall  be  removed  from  or  restored  to  the  super¬ 
visory  committee.  The  supervisory  committee  shall  cause  the  pass¬ 
books  and  accounts  of  the  members  to  be  verified  with  the  records  of 
the  treasurer  from  time  to  time,  and  not  less  frequently  than  once 
every  two  years.  As  used  in  this  section,  the  term  ‘passbook’  shall 
include  any  book,  statement  of  account,  or  other  record  approved  by 
the  Director  for  use  by  Federal  credit  unions. 


“reserves 

“Sec.  17.  All  entrance  fees  and  charges  provided  by  the  bylaws  and 
20  per  centum  of  the  net  earnings  of  each  dividend  period,  before  the 
declaration  of  any  dividends,  shall  be  set  aside  as  a  regular  reserve 
against  losses  on  bad  loans  and  such  other  losses  as  may  be  specified 
in  the  bylaws  in  accordance  with  regulations  prescribed  under  this 
Act:  Provided ,  however ,  That  when  the  regular  reserve  thus  estab¬ 
lished  shall  equal  10  per  centum  of  the  total  amount  of  members' 
shareholdings,  no  further  transfer  of  net  earnings  to  such  regular 
reserve  shall  be  required  except  that  such  amounts  not  in  excess  of 
20  per  centum  of  the  net  earnings  as  may  be  needed  to  maintain  this 
10  per  centum  ratio  shall  continue  to  be  transferred.  In  addition  to 
such  regular  reserve,  special  reserves  to  protect  the  interests  of  mem¬ 
bers  shall  be  established  when  required  (1)  by  regulation,  or  (2)  in 
any  special  case,  when  found  by  the  Director  to  be  necessary  for  that 
purpose. 

“dividends 


“Sec.  18.  Annually  or  semiannually,  as  the  bylaws  may  provide, 
and  after  provision  for  the  required  reserves,  the  board  of  directors 
may  declare  a  dividend  to  be  paid  from  the  remaining  net  earnings. 
Such  dividends  shall  be  paid  on  all  paid-up  shares  outstanding  at  the 
end  of  the  period  for  which  the  dividend  is  declared.  Shares  which 
become  fully  paid  up  during  such  dividend  period  and  are  outstanding 
at  the  close  of  the  period  shall  be  entitled  to  a  proportional  part  of  such 
dividend.  Dividend  credit  for  a  month  may  be  accrued  on  shares 
which  are  or  become  fully  paid  up  during  the  first  five  days  of  that 
month. 

“expulsion  and  withdrawal 

“Sec.  19.  A  member  may  be  expelled  by  a  two-thirds  vote  of  the 
members  of  a  Federal  credit  union  present  at  a  special  meeting  called 
for  the  purpose,  but  only  after  an  opportunity  lias  been  given  him  to 
be  heard.  Withdrawal  or  expulsion  of  a  member  shall  not  operate  to 
relieve  him  from  liability  to  the  Federal  credit  union.  The  amount  to 
be  paid  a  withdrawing  or  expelled  member  by  a  Federal  credit  union 
shall  be  determined  and  paid  in  the  manner  specified  in  the  bylaws. 

“minors 

“Sec.  20.  Shares  may  be  issued  in  the  name  of  a  minor  or  in  trust, 
subject  to  such  conditions  as  may  be  prescribed  by  the  bylaws.  When 
shares  are  issued  in  trust,  the  name  of  the  beneficiary  shall  be  disclosed 
to  the  Federal  credit  union. 
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‘‘CERTAIN  POWERS  OF  DIRECTOR 

“Sec.  21.  (a)  The  Director  may  prescribe  rules  and  regulations  for 
the  administration  of  this  Act  (including,  but  not  by  way  of  limita¬ 
tion,  the  merger,  consolidation,  and  dissolution  of  corporations 
organized  under  this  Act). 

“(b)(1)  The  Director  may  suspend  or  revoke  the  charter  of  any 
Federal  credit  union,  or  place  the  same  in  involuntary  liquidation  and 
appoint  a  liquidating  agent  therefor,  upon  his  finding  that  the  organ¬ 
ization  is  bankrupt  or  insolvent,  or  has  violated  any  of  the  provisions 
of  its  charter,  its  bylaws,  this  Act,  or  any  regulations  issued 
thereunder. 

“(2)  The  Director,  through  such  persons  as  he  shall  designate,  may 
examine  any  Federal  credit  union  in  voluntary  liquidation  and,  upon 
his  finding  that  such  voluntary  liquidation  is  not  being  conducted  in 
an  orderly  or  efficient  manner  or  in  the  best  interests  of  its  members, 
may  terminate  such  voluntary  liquidation  and  place  such  organization 
in  involuntary  liquidation  and  appoint  a  liquidating  agent  therefor. 

“(3)  Such  liquidating  agent  shall  have  power  and  authority,  sub¬ 
ject  to  the  control  and  supervision  of  the  Director  and  under  such 
rules  and  regulations  as  the  Director  may  prescribe,  (A)  to  receive 
and  take  possession  of  the  books,  records,  assets,  and  property  of  every 
description  of  the  Federal  credit  union  in  liquidation,  to  sell,  enforce 
collection  of,  and  liquidate  all  such  assets  and  property,  to  compound 
all  bad  or  doubtful  debts,  and  to  sue  in  his  own  name  or  in  the  name 
of  the  Federal  credit  union  in  liquidation,  and  defend  such  actions 
as  may  be  brought  against  him  as  liquidating  agent  or  against  the 
Federal  credit  union;  (B)  to  receive,  examine,  and  pass  upon  all 
claims  against  the  Federal  credit  union  in  liquidation,  including  claims 
of  members  on  shares;  (C)  to  make  distribution  and  payment  to 
creditors  and  members  as  their  interests  may  appear;  and  (D)  to 
execute  such  documents  and  papers  and  to  do  such  other  acts  and 
things  which  he  may  deem  necessary  or  desirable  to  discharge  his 
duties  hereunder. 

“(4)  Subject  to  the  control  and  supervision  of  the  Director  and 
under  such  rules  and  regulations  as  the  Director  may  prescribe,  the 
liquidating  agent  of  a  Federal  credit  union  in  involuntary  liquidation 
shall  (A)  cause  notice  to  be  given  to  creditors  and  members  to  present 
their  claims  and  make  legal  proof  thereof,  which  notice  shall  be 
published  once  a  week  in  each  of  three  successive  weeks  in  a  newspaper 
of  general  circulation  in  each  county  in  which  the  Federal  credit 
union  in  liquidation  maintained  an  office  or  branch  for  the  transaction 
of  business  on  the  date  it  ceased  unrestricted  operations ;  except  that 
whenever  the  aggregate  book  value  of  the  assets  and  property  of  a 
Federal  credit  union  in  involuntary  liquidation  is  less  than  $1,000, 
unless  the  Director  shall  find  that  its  books  and  records  do  not  contain 
a  true  and  accurate  record  of  its  liabilities,  he  shall  declare  such 
Federal  credit  union  in  liquidation  to  be  a  ‘no  publication’  liquidation, 
and  publication  of  notice  to  creditors  and  members  shall  not  be 
required  in  such  case;  (B)  from  time  to  time  make  a  ratable  dividend 
on  all  such  claims  as  may  have  been  proved  to  his  satisfaction  or  adjudi¬ 
cated  in  a  court  of  competent  jurisdiction  and,  after  the  assets  of  such 
organization  have  been  liquidated,  make  further  dividends  on  all  claims 
previously  proved  or  adjudicated,  and  he  may  accept  in  lieu  of  a 
formal  proof  of  claim  on  behalf  of  any  creditor  or  member  the  state¬ 
ment  of  any  amount  due  to  such  creditor  or  member  as  shown  on  the 
books  and  records  of  the  credit  union ;  but  all  claims  not  filed  before 
payment  of  the  final  dividend  shall  be  barred  and  claims  rejected  or 
disallowed  by  the  liquidating  agent  shall  be  likewise  barred  unless 
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suit  be  instituted  thereon  within  three  months  after  notice  of  rejec¬ 
tion  or  disallowance;  and  (C)  in  a  ‘no  publication’  liquidation,  deter¬ 
mine  from  all  sources  available  to  him,  and  within  the  limits  of 
available  funds  of  the  Federal  credit  union,  the  amounts  due  to  credi¬ 
tors  and  members,  and  after  sixty  days  shall  have  elapsed  from  the 
date  of  his  appointment  distribute  the  funds  of  the  Federal  credit 
union  to  creditors  and  members  ratably  and  as  their  interests  may 
appear. 

“(5)  Upon  certification  by  the  liquidating  agent  in  the  case  of  an 
involuntary  liquidation,  and  upon  such  proof  as  shall  be  satisfactory 
to  the  Director  in  the  case  of  a  voluntary  liquidation,  that  distribution 
has  been  made  and  that  liquidation  has  been  completed,  as  pi’ovided 
herein,  the  Director  shall  cancel  the  charter  of  such  Federal  credit 
union;  but  the  corporate  existence  of  the  Federal  credit  union  shall 
continue  for  a  period  of  three  years  from  the  date  of  such  cancellation 
of  its  charter,  during  which  period  the  liquidating  agent,  or  his  duly 
appointed  successor,  or  such  persons  as  the  Director  shall  designate, 
may  act  on  behalf  of  the  Federal  credit  union  for  the  purpose  of 

I  paying,  satisfying,  and  discharging  any  existing  liabilities  or  obliga¬ 
tions,  collecting  and  distributing  its  assets,  and  doing  all  other  acts 
required  to  adjust  and  wind  up  its  business  and  affairs,  and  it  may 
:  sue  and  be  sued  in  its  corporate  name. 

“(c)  After  the  expiration  of  five  years  from  the  date  of  cancellation 
of  the  charter  of  a  Federal  credit  union  the  Director  may,  in  his  dis¬ 
cretion,  destroy  any  or  all  books  and  records  of  such  Federal  credit 
union  in  his  possession  or  under  his  control. 

“(d)  The  Director  is  authorized  and  empowered  to  execute  any  and 
all  functions  and  perform  any  and  all  duties  vested  in  him  hereby, 
through  such  persons  as  he  shall  designate  or  employ;  and  he  may 
delegate  to  any  person  or  persons,  including  any  institution  operating 
under  the  general  supervision  of  the  Bureau,  the  performance  and  dis¬ 
charge  of  any  authority,  powrer,  or  function  vested  in  him  by  this  Act. 

“(e)  All  books  and  records  of  Federal  credit  unions  shall  be  kept 
and  reports  shall  be  made  in  accordance  with  forms  approved  by  the 
Director. 

“(f)  The  Director  is  authorized  to  make  investigations  and  to  con¬ 
duct  researches  and  studies  of  the  problems  of  persons  of  small  means 
in  obtaining  credit  at  reasonable  rates  of  interest,  and  of  the  methods 
and  benefits  of  cooperative  saving  and  lending  among  such  persons. 

He  is  further  authorized  to  make  reports  of  such  investigations  and 

(to  publish  and  disseminate  the  same. 

“(g)  Any  officer  or  employee  of  the  Bureau  is  authorized,  when 
designated  for  the  purpose  by  the  Director,  to  administer  oaths  and 
affirmations  and  to  take  affidavits  and  depositions  touching  upon  any 
matter  within  the  jurisdiction  of  the  Bureau. 

“(h)  The  Director  is  authorized,  empowered,  and  directed  to  require 
that  every  person  appointed  or  elected  by  any  Federal  credit  union  to 
any  position  requiring  the  receipt,  payment,  or  custody  of  money  or 
other  personal  property  owuied  by  a  Federal  credit  union,  or  in  its 
custody  or  control  as  collateral  or  otherwise,  give  bond  in  a  corporate 
surety  company  holding  a  certificate  of  authority  from  the  Secretary 
of  tHe  Treasury  under  the  Act  approved  July  30, 1947  (6  U.S.C.,  secs.  61  stat.  648 
6-13),  as  an  acceptable  surety  on  Federal  bonds.  Any  such  bond  or 
bonds  shall  be  in  a  form  approved  by  the  Director  with  a  view  to  pro¬ 
viding  surety  coverage  to  the  Federal  credit  union  with  reference  to 
loss  by  reason  of  acts  of  fraud  or  dishonesty  including  forgery,  theft, 
embezzlement,  wrongful  abstraction,  or  misapplication  on  the  part 
of  the  person,  directly  or  through  connivance  with  others,  and  such 
other  surety  coverages  as  the  Director  may  determine  to  be  reasonably 
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appropriate  or  as  elsewhere  required  by  this  Act.  Any  such  bond  or 
bonds  shall  be  in  such  an  amount  in  relation  to  the  money  or  other 
personal  property  involved  or  in  relation  to  the  assets  of  the  Federal 
credit  union  as  the  Director  may  from  time  to  time  prescribe  by 
regulation  for  the  purpose  of  requiring  reasonable  coverage.  In  lieu 
of  individual  bonds  the  Director  may  approve  the  use  of  *a  form  of 
schedule  or  blanket  bond  which  covers  all  of  the  officers  and  employees 
of  a  Federal  credit  union  whose  duties  include  the  receipt,  payment, 
or  custody  of  money  or  other  personal  property  for  or  on  behalf  of 
the  Federal  credit  union.  The  Director  may  also  approve  the  use  of  a 
form  of  excess  coverage  bond  whereby  a  Federal  credit  union  may 
obtain  an  amount  of  coverage  in  excess  of  the  basic  surety  coverage. 

“fiscal  agents  and  depositories 

"Sec.  22.  Each  Federal  credit  union  organized  under  this  Act,  when 
requested  by  the  Secretary  of  the  Treasury,  shall  act  as  fiscal  agent  of 
the  United  States  and  shall  perform  such  services  as  the  Secretary  of 
the  Treasury  may  require  in  connection  with  the  collection  of  taxes 
and  other  obligations  due  the  United  States  and  the  lending,  borrow-  ' 
ing,  and  repayment  of  money  by  the  United  States,  including  the 
issue,  sale,  redemption,  ©r  repurchase  of  bonds,  notes,  Treasury  certifi¬ 
cates  of  indebtedness,  or  other  obligations  of  the  United  States;  and 
to  facilitate  such  purposes  the  Director  shall  furnish  to  the  Secretary 
of  the  Treasury  from  time  to  time  the  names  and  addresses  of  all 
Federal  credit  unions  with  such  other  available  information  concern¬ 
ing  them  as  may  be  requested  by  the  Secretary  of  the  Treasury.  Any 
Federal  credit  union  organized  under  this  Act,  when  designated  for 
that  purpose  by  the  Secretary  of  the  Treasury,  shall  be  a  depository  of 
public  money,  except  receipts  from  customs,  under  such  regulations 
as  may  be  prescribed  by  the  Secretary  of  the  Treasury. 

“taxation 

“Sec.  23.  The  Federal  credit  unions  organized  hereunder,  their 
property,  their  franchises,  capital,  reserves,  surpluses,  and  other  funds,  i 
and  their  income  shall  be  exempt  from  all  taxation  now  or  hereafter 
imposed  by  the  United  States  or  by  any  State,  Territorial,  or  local 
taxing  authority;  except  that  any  real  property  and  any  tangible 
personal  property  of  such  Federal  credit  unions  shall  be  subject  to 
Federal,  State,  Territorial,  and  local  taxation  to  the  same  extent  as 
other  similar  property  is  taxed.  Nothing  herein  contained  shall  pre-  | 
vent  holdings  in  any  Federal  credit  union  organized  hereunder  from 
being  included  in  the  valuation  of  the  personal  property  of  the 
owners  or  holders  thereof  in  assessing  taxes  imposed  by  authority 
of  the  State  or  political  subdivision  thereof  in  which  the  Federal 
credit  union  is  located;  but  the  duty  or  burden  of  collecting  or 
enforcing  the  payment  of  such  a  tax  shall  not  be  imposed  upon  any 
such  Federal  credit  union  and  the  tax  shall  not  exceed  the  rate  of  taxes 
imposed  upon  holdings  in  domestic  credit  unions. 

“partial  invalidity;  right  to  amend 

“Sec.  24.  (a)  If  any  provision  of  this  Act,  or  the  application  thereof 
to  any  person  or  circumstance,  is  held  invalid,  the  remainder  of  the 
Act,  and  the  application  of  such  provision  to  other  persons  or  circum-  I 
stances,  shall  not  be  affected  thereby. 

“(b)  The  right  to  alter,  amend,  or  repeal  this  Act  or  any  part 
thereof,  or  any  charter  issued  pursuant  to  the  provisions  of  this  Act, 
is  expressly  reserved. 
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“space  in  federal  buildings 

“Sec.  25.  Upon  application  by  any  credit  union  organized  under 
State  law  or  by  any  Federal  credit  union  organized  in  accordance 
with  the  terms  of  this  Act,  at  least  95  per  centum  of  the  membership 
of  which  is  composed  of  persons  who  either  are  presently  Federal 
employees  or  were  Federal  employees  at  the  time  of  admission  into 
the  credit  union,  and  members  of  their  families,  which  application 
shall  be  addressed  to  the  officer  or  agency  of  the  United  States  charged 
with  the  allotment  of  space  in  the  Federal  buildings  in  the  community 
or  district  in  which  such  credit  union  does  business,  such  officer  or 
agency  may  in  his  or  its  discretion  allot  space  to  such  credit  union  if 
space  is  available  without  charge  for  rent  or  services. 

“conversion  from  federal  to  state  credit  union  and  from  state  to 

federal  credit  union 

“Sec.  26.  (a)  A  Federal  credit  union  may  be  converted  into  a  State 
credit  union  under  the  laws  of  any  State,  the  District  of  Columbia, 
the  several  Territories  and  possessions  of  the  United  States,  the 
Panama  Canal  Zone,  or  the  Commonwealth  of  Puerto  Rico,  by  com¬ 
plying  with  the  following  requirements : 

“(1)  The  proposition  for  such  conversion  shall  first  be  approved, 
and  a  date  set  for  a  vote  thereon  by  the  members  (either  at  a  meeting 
to  be  held  on  such  date  or  by  written  ballot  to  be  filed  on  or  before 
such  date),  by  a  majority  of  the  directors  of  the  Federal  credit  union. 
Written  notice  of  the  proposition  and  of  the  date  set  for  the  vote  shall 
then  be  delivered  in  person  to  each  member,  or  mailed  to  each  mem¬ 
ber  at  the  address  for  such  member  appearing  on  the  records  of  the 
credit  union,  not  more  than  thirty  nor  less  than  seven  days  prior  to 
such  date.  Approval  of  the  proposition  for  conversion  shall  be  by 
the  affirmative  vote  of  a  majority  of  the  members,  in  person  or  in 
writing. 

“(2)  A  statement  of  the  results  of  the  vote,  verified  by  the  affidavits 
of  the  president  or  vice  president  and  the  secretary,  shall  be  filed  with 
the  Bureau  within  ten  days  after  the  vote  is  taken. 

“(3)  Promptly  after  the  vote  is  taken  and  in  no  event  later  than 
ninety  days  thereafter,  if  the  proposition  for  conversion  was  approved 
by  such  vote,  the  credit  union  shall  take  such  action  as  may  be  neces¬ 
sary  under  the  applicable  State  law  to  make  it  a  State  credit  union, 
and  within  ten  days  after  receipt  of  the  State  credit  union  charter 
there  shall  be  filed  with  the  Bureau  a  copy  of  the  charter  thus  issued. 
Upon  such  filing  the  credit  union  shall  cease  to  be  a  Federal  credit 
union. 

“(4)  Upon  ceasing  to  be  a  Federal  credit  union,  such  credit  union 
shall  no  longer  be  subject  to  any  of  the  provisions  of  this  Act.  The 
successor  State  credit  union  shall  be  vested  with  all  of  the  assets  and 
shall  continue  responsible  for  all  of  the  obligations  of  the  Federal 
credit  union  to  the  same  extent  as  though  the  conversion  had  not  taken 
place. 

“(b)(1)  A  State  credit  union,  organized  under  the  laws  of  any 
State,  the  District  of  Columbia,  the  several  Territories  and  possessions 
of  the  United  States,  the  Panama  Canal  Zone,  or  the  Commonwealth 
of  Puerto  Rico,  may  be  converted  into  a  Federal  credit  union  by  (A) 
complying  with  all  State  requirements  requisite  to  enabling  it  to 
convert  to  a  Federal  credit  union  or  to  cease  being  a  State  credit  union, 

(B)  filing  with  the  Bureau  proof  of  such  compliance,  satisfactory  to 
the  Director,  and  (C)  filing  with  the  Bureau  an  organization  certifi¬ 
cate  as  required  by  this  Act. 
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“(2)  When  the  Director  lias  been  satisfied  that  all  of  such  require¬ 
ments,  and  all  other  requirements  of  this  Act,  have  been  complied  with, 
the  Director  shall  approve  the  organization  certificate.  Upon  such 
approval,  the  State  credit  union  shall  become  a  Federal  credit  union 
as  of  the  date  it  ceases  to  be  a  State  credit  union.  The  Federal  credit 
union  shall  be  vested  with  all  of  the  assets  and  shall  continue  responsi¬ 
ble  for  all  of  the  obligations  of  the  State  credit  union  to  the  same  extent 
as  though  the  conversion  had  not  taken  place. 

"TERRITORIAL  APPLICABILITY  OF  ACT 

“Sec.  27.  The  provisions  of  this  Act  shall  apply  to  the  several 
States,  the  District  of  Columbia,  the  several  Territories  and  posses¬ 
sions  of  the  United  States,  the  Panama  Canal  Zone,  and  the  Common¬ 
wealth  of  Puerto  Rico.” 

Sec.  2.  Section  2113(g)  of  title  18  of  the  United  States  Code  is 
amended  by  inserting  before  the  period  at  the  end  thereof  “,  and  any 
•Federal  credit  union’  as  defined  in  section  2  of  the  Federal  Credit 
Union  Act”. 

Sec.  3.  The  Director  of  the  Bureau  of  Federal  Credit  Unions  shall 
make  a  study  of  the  desirability  of  providing  for  federally  chartered 
central  credit  unions,  and  shall  submit  to  the  Secretary  of  Health, 
Education,  and  Welfare,  for  transmission  to  the  Congress  on  or  before 
April  15,  1960,  a  report  of  the  results  thereof  and  such  recommenda¬ 
tions  for  legislation  thereon  as  the  Director  deems  appropriate. 

Approved  September  22,  1959. 


